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“Didn’t Little Boys Get Trains, Grandpa?” 


“No, soany, not when I was a little boy. You see, Santa Claus hadn’t learned 


how to make electric trains, or automobiles, or airplanes then. I used 


to get a jackknife or a pair of mittens for Christmas. You're a lucky boy!” 


OYS and girls aren't the only lucky ones these days. Just check 
over the things you have, and ask yourself how many of them 
a family like yours could have had even a generation ago. Certainly 
not your radio or your electric refrigerator. Probably not your auto- 
mobile, or even your electric lights. And there are thousands of other 
things-—-now available in a wide variety and at a reasonable price— 


that were unknown or prohibitively expensive only a few years ago. 


Yes, we say we are lucky today. But it wasn’t luck that made all these 
things available to us. It was American industry—its scientists, engi- 
neers, and workmen—-who developed these new products, improved 
them, made them less expensive so that more millions of people can 
enjoy them. 


More than any other one thing, the increasing use of electricity in 
industry has helped in this progress. For more than 60 years, General 
Electric has pioneered in making electricity more useful to the American 
people —in creating More Goods for More People at Less Cost. 


G-E research and engineering have saved the public from ten to one hundred 
dollars for every dollar they have earned for General Electric 
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in Books 


Keep AMERIcA Out OF Wak. By 
Norman Thomas and Bertram D. 
Wolfe. Published by Frederick A. 
Stokes Company. 200 pp. $1.50. 
This treatise has been written under 
the sponsorship of a federation of a 
large number of diverse organizations 
combined under the name “Keep 
America Out of War Congress.” The 
governing committee of this federa- 
tion is composed of men and women 
of every religious faith and political 
tendency (except, of course, com- 
munists and nazi-bundists) united in 
the all-important task of keeping this 
country out of war—which, accord- 
ing to a Gallup poll, is the wish of 
over 80 per cent of the people. The 
authors have made a thorough analy- 
sis of the causes and events that led 
us into the last war, so that similar 
mistakes can be avoided. Special 
emphasis is placed upon exposition of 
modern propaganda as a weapon ex- 
tensively used by both _ belligerent 
parties. Whether this country can 
stay out of the current war, accord- 
ing to the authors, depends almost en- 
tirely upon the Administration’s day- 
to-day decisions. As a safeguard to 
keep us out of the war a compre- 
hensive program is offered including 
a number of political, civic and eco- 
nomic measures, the more important 
of which are: Curb the power of the 
executive ; increase the power of Con- 
gress and the people in the conduct of 
foreign affairs; give the people the 
power to decide on a declaration of 
war and give this right to all youth of 
eighteen or over; restore and extend 
the arms embargo; strict government 
regulation—or better still, govern- 
ment ownership—of the munitions in- 
dustry; a heavy tax on war trade 
profits; smoke out and put an end 
to the war dictatorship plan known 
as the “M-day” or Industrial Mobil- 
ization Plan; guard against a new 
outbreak of dollar diplomacy in 
Latin-America; and finally: devote 
our resources to the solution of our 
domestic problems. 


* 


Note: The book reviewed may be 
purchased through THe FINANCIAL 
Book SnHop. 
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Stocks 
ecome Worthlessr 


Supreme Court sets reorganization precedent. . Defeat 
of “composition theory” narrows stockholders’ chances 
for recovery and strengthens position of bondholders. 


ITHIN the past few weeks 

there have been several devel- 
opments which tend to clarify the 
confused outlook for reorganizations 
under the Federal bankruptcy laws. 
Among the more important are the 
following : 

(1) Progress by the Chicago & 
Eastern Illinois to a point where early 
completion of the reorganization of 
this carrier under Section 77—the 
first important railroad to achieve 
this goal—is practically assured ; 

(2) A preliminary report by the 
trustee of McKesson & Robbins, the 
largest company in reorganization 
under Chapter X of the Chandler Act 
(successor to Section 77B of the 
Federal Bankruptcy Act, the most 
widely used basis of reorganizations 
prior to the recodification of the na- 
tional bankruptcy laws in the Chand- 
ler Act, enacted in 1938) ; 

(3) The decision of the U. S. Su- 
preme Court in the Los Angeles 
Lumber Products case. 


Overshadowing Decision 


The Supreme Court decision over- 
shadows the other recent develop- 
ments and is unquestionably the most 
important ruling in reorganization 
law which has been handed down 


By George H. Dimon 


Associate Editor 


since bankruptcy trusteeships large- 
ly supplanted equity receiverships 
following the enactment of Section 
77B. In order to provide a_back- 
ground which will help the reader to 
appreciate the significance of the Los 
Angeles Lumber Products decision, 
it seems advisable to review briefly 
the controversy which has arisen 
with respect to the interpretation of 
the amendments to the Bankruptcy 
Act which established a new reor- 
ganization procedure in 1933. 

This controversy resolved itself 
into a battle between the proponents 
of the “Boyd doctrine’ and the de- 
fenders of the “composition theory.” 
The viewpoints represented by these 
legalistic labels can be reduced to sim- 
ple terms. The Boyd doctrine is de- 
rived from the ruling made by the 
Supreme ‘Court many years ago in 
the case of Northern Pacific Railway 
Company y. Boyd. In this case the 
Court decided that, “if the value of 
the road justified the issuance of 
stock in exchange for old shares, the 
creditors were entitled to the benefit 
of that value, whether it was present 
or prospective, for dividends or only 
for purposes of control. In either 
event, it was a right of property out 
of which the creditors were entitled 
to be paid before the stockholders 


3 


could retain it for any purposes what- 
ever.” In other words, bondholders 
and other creditors were entitled to 
realize upon the full value of the 
property to the extent of their claims 
before the stockhciders could receive 
any consideration. This ruling usu- 
ally gave bondholders the power 
to dictate terms of reorganization 
under equity receiverships, the pre- 
vailing type of reorganization pro- 
cedure prior to 1933. In practical 
effect, it meant that stockholders had 
to pay an “assessment”—that is, put 
up cash capital for the new company 
—in order to participate in any dis- 
tribution of securities or equities of 
the new concern which succeeded to 
the properties of the defaulting prede- 
cessor. 


Stockholder Rights ? 


Following the enactment of the new 
bankruptcy legislation in 1933, it ap- 
peared to be the majority opinion that 
the Boyd doctrine had been supplant- 
ed by the composition theory. This 
viewpoint was based upon a number 
of considerations which seemed to in- 
dicate that the right of foreclosure was 
withheld from bondholders under Sec- 
tions 77 and 77B, and that the basis 
of reorganization was to be an agree- 
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ment among the various classes of 
security holders, evidenced by the re- 
cording of assents by stipulated per- 
centages of each class. The stock- 
holders, as ostensible owners of the 
property, would make a “composi- 
tion” with their creditors, including 
bondholders. If they could get the 
bondholders to agree to a reorgani- 
zation plan which would scale down 
fixed charges but leave the stocks un- 
disturbed or the “equity” only par- 
tially impaired, so much the better 
from the stockholder’s viewpoint. 
Where the requisite number of as- 
sents could be obtained from the 
bondholders, it was believed that the 
courts’ would hesitate to interfere, 
even in cases where it appeared that 
the reorganization was being carried 
out largely or entirely at the expense 
of the creditor interests. 

Up to the recent past,-this has 
proved to be true although there was 
increasing evidence of opposition 
from those who believed that Sections 
77 and 77B had not abrogated the 
Boyd doctrine, or regarded these sec- 
tions of the Bankruptcy Act as un- 
constitutional on other grounds. Re- 
organization plans formulated by 
management or stockholder interests 
have usually been much easier on the 
owners of stocks than any which 
would have been seriously considered 
under equity receivership. One man- 
agement plan in a railroad reorgani- 
zation proposed a reduction in fixed 
charges of 80 per cent, with stock- 
holders receiving new stock share for 
share. Many plans of this nature 
have obviously been advanced for 
bargaining purposes and have been 
vigorously challenged by creditor in- 
terests. However, in the industrial 
field a number of plans have received 


War Orders 


NE after another of our leading 

corporate executives are placing 
themselves on record that they would 
prefer a business recovery based on 
domestic factors rather than to have 
it artificially stimulated by war or- 
ders. The majority are agreed that 
any war-inspired boom would be fol- 
lowed by a sharp recession which 
would replace: profits with serious 
losses. The lessons of the last war 


have left them no illusions on this 
score. 
In voicing such forthright opinions 


court approval although their terms 
were at least questionable from the 
bondholders’ viewpoint. 

On the other hand, it became evi- 
dent some time ago in railroad reor- 
ganization cases that the trend was 
against the composition theory. Rail 
reorganizations require the approval 
of the ICC; this administrative body 
has repeatedly refused to support the 
proponents of the composition theory 
interpretation of Section 77. The 
Chicago & Eastern Illinois is slated 
to be the first major railroad to com- 
plete its reorganization under this 
section of the Bankruptcy Act; only 
a routine court order is needed to 
prepare for the distribution of new 
securities. Earlier plans for the C. & 
E. I. were redrawn by the Commis- 
sion, and the final plan eliminates the 
common stock. 

A similar policy with respect to 
stockholder positions has been indi- 
cated in the large majority of the 
other railroad bankruptcy trustee- 
ships although most of the Section 77 
cases are still far from completion. 
The ICC has insisted upon “realistic 
reorganizations” and has adhered to 
the Boyd doctrine. This naturally 
aroused strong opposition among 
stockholder groups, and before the 
Los Angeles Lumber Products deci- 
sion was handed down, it appeared 
that protracted litigation might be in- 
evitable in some cases. One of the 
most pointed attacks upon the Com- 
mission’s policies was the charge by 
the St. Louis-San Francisco manage- 
ment that the ICC examiners’ plan 
for that road, which proposed to wipe 
out the stocks, was unconstitutional. 

The unanimous decision of the Su- 
preme Court in the Los Angeles case 
goes far toward settling the issues. 


It definitely supports the contention 
of the ICC in the C. & E. I. proceed- 
ings that the fact of an agreement be- 
tween a debtor company and a large 
majority of its creditors is not in it- 
self sufficient to justify the approval 
of the plan by the authorities. Bond- 
holders owning $18,500 face amount 
of bonds of the Los Angeles Lumber 
Products Company brought suit to 
invalidate a reorganization plan which 
had been approved by holders of 
92.81 per cent of the company’s 
bonds, 99.75 per cent of the Class A 
stock and 90 per cent of the Class B 
stock. They lost in the District Court 
and the Circuit Court but their vic- 
tory in the Supreme Court, which 
reversed the two lower tribunals, 
could scarcely have been more de- 
cisive. The Supreme Court held that 
the high ratio of assents is “as imma- 
terial on the basic issue of fairness 
as is the fact that petitioners own 
only $18,500 face amount of a large 
bond issue.” 

The reorganization plan, to quote 
the words of the decision, gave “the 
old stockholders, who have no equity 
in the assets of the enterprise, 23 per 
cent of the assets and voting power 
in the new company without making 
any fresh contribution by way of 
subscription or assessment.” The 
Court interpreted the requirement of 
Section 77B that reorganization plans 
be “fair and equitable” as having a 
definite meaning equivalent to a 
“familiar rule” established in leading 
cases based upon the Boyd doctrine. 
This “familiar rule” holds that “the 
stockholders’ interest in the property 
is subordinate to the rights of credi- 
tors; first of secured creditors and 
then of unsecured creditors,” and “any 

(Please turn to page 25) 


Unwanted by U. S. Industry 


our business leaders put themselves 
beyond the pale of criticism that 
capitalists have encouraged the war 
to gain large profits out of it. It is 
well established that the current re- 


covery has eventuated without the aid 


of major war orders. That type of 
business up to now has come in 
driblets—with the exception of the 
aircraft orders. 

President Grace of the Bethlehem 
Steel Corporation eloquently ex- 
pressed what is in the minds of the 
majority of our business leaders when 


he told his employees that neither 
they nor he would want the business 
to grow on the false foundation of war 
requirements. “We want peace and 
the kind of business that goes with 
peace’’—and this echoes the sentiment 
of most all of us. 

There is more than sufficient vol- 
ume of business in our own require- 
ments to assure industry a_ long 
period of prosperity once we can feel 
confident that we can plan ahead. 
Such assurance can only be provided 
by our politicians. 


am © 


09 


4 
= 
| 
4 
| 
1] 
t 
d 
. 
1s 
fc 
ds 
n 
fc 
Pp 
in 
Se 


mae 


Conservative Investing for 
Widows and Retired Investors— 


Porttolios for Income 


Designed for the investment of $50,000 to yield 4,5 and 6 
per cent, these portfolios may be accommodated to larger 
or smaller amounts by pro-rating the available funds. 


T is usually true that the amount 

of yield on any security in excess 
of the average of prevailing money 
rates is a fair measure of the capital 
risk involved. Yet under present con- 
ditions this axiom must be accepted 
with some reservations. The govern- 
ment’s easy money policy (designed 
to facilitate deficit financing) and the 
lack of new capital financing in recent 
years have created a scarcity of high 
grade issues suitable for institutional 
investment. As a consequence yields 
have been forced progressively lower 
on this type of issue with the result 
that the average investor must look 
elsewhere to obtain a reasonable re- 
turn on his capital. 


Attractive Yields 


In contrast to the negligible return 
obtainable from prime grade media, 
numerous fixed income obligations 
are available to afford yields ranging 
from 4 to 6 per cent, protected by an 
ample earnings coverage which has 
been maintained over a period of 
years. The more stable income type 
of common stock may also be included 
in this category. Some representa- 
tives of the food, tobacco, chain store, 
public utility and similar groups have 
displayed commendable stability of 
earning power irrespective of varia- 
tions in the business cycle. Certain 
issues in other fields are also noted 
for well sustained earnings and divi- 
dend return over a long period of 
years. Such equities possess the 
necessary attributes to be considered 
for inclusion in moderate amounts in 
portfolios designed for income. 

To meet the income objectives of 
investors requiring reasonable capital 
security and a return much above the 


By Ralph E. Bach 
Research Editor 


average, three portfolios have been 
formulated yielding approximately 4, 
5 and 6 per cent respectively, on the 
invested capital. Portfolio A, yield- 
ing 4.3 per cent, is the most conser- 
vative, with the bonds and preferred 
stocks entitled to a somewhat higher 


rating than the average for Portfolio 
B, which yields 5.1 per cent. Sim- 
ilarly, a slightly lower average rating 
applies to the fixed income obliga- 
tions in Portfolio C, which yields 6.1 
per cent. All of the companies whose 
securities have been included in the 


66 A 99 

Portfolio “A 
Recent Current Current 
Amount Issue Price Value Income 
$4,000 Armour & Co. Ist 4s 1955......... 99 $3,960 $160.00 
4,000 Arkansas Pr. & Lt. Ist 5s 1956..... 106 4,240 200.00 
4,000 Ches. & Ohio ref. 3%s 1996........ 98 3,920 140.00 
5,000 Consolidated Edison 3%s 1946..... 106 5,300 162.50 
4,000 National Steel Ist 3s 1965......... 101 4,040 120.00 
100 shs. Deere & Co. $1.40 pfd............. 25 2,500 140.00 
40 “ Hershey Chocolate cvt. pfd........ 110 4,400 200.00 
40 “ Union Pacific $4 non-cum. pfd.... 86 3,440 160.00 
46 4,600 200.00 
100 “ Reynolds Tobacco “B”............ 39 3,900 200.00 
82 4,100 187.50 
100 “ §Commonwealth Edison ........... 31 3,100 180.00 

66-9 

Portfolio “B 
Recent Current Current 
Amount Issue Price Value Income 
$4,000 Penn R.R. gen. 4%s 1981............ 96 $3,840 $170 
4,000 Illinois Pr. & Lt. Ist 5s 1956......... 101 4,040 200 
4,000 Union Pacific 3%s 1971.............. 96 3,840 140 
4,000 Monongahela West Penn P.S. 6s 1965 109 4,360 240 
4,000 Goodrich (B. F.) 4%s 1956.......... 104 4,160 170 
50 shs. Ches. & Ohio $ pfd................. 94 4,700 200 
50 “ Tidewater Assoc. Oil $4.50 pfd........ 93 4,650 225 
64 3,200 150 
100 “ Consolidated Edison ................ 30 3,000 200 
76 3,040 152 
5.1% 
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portfolios are outstanding units in 
their respective fields. Consequently 
earnings should reflect a continuation 
of the business recovery movement, 
further strengthening their invest- 
ment positions. However, judged by 
past performances, income should be 
well maintained even in periods of 
general business recessions. 

All three portfolios are suitable for 
the conservative investor to whom 
income is the most important con- 
sideration. The individual require- 
ments should determine the selection 
of the portfolio; for the most con- 
servative—say widows and retired 
investors—portfolio A is best suited ; 
for those whose requirements are less 
rigid, B or C may be considered. 


Portfolio “C” 


Recent Current Current 

Amount Issue Price Value Income 
$4,000 Cleveland Union Term. Ist 5%s 1972 90 $3,600 $220 
4,000 Pacific Power & Light Ist 5s 1955... 93 3,720 200 
5,000 Chicago Burl. & Quincy ref. 5s 1971.. 86 4,300 250 
4,000 Birmingham Elec. 4%s of 1968....... 94 3,760 180 
SO che. Allied Scores 66 3,300 250 
40 “ West Penn Elec. 7% pfd............. 110 4,400 280 
40 “ Firestone Tire 6% pfd............... 104 4,160 240 
42 4,200 250 
50 “ American Tobacco 82 4,100 250 
100 “ Electric Storage Battery............ 30 3,000 200 
41 3,485 241 


‘Tax Hints for Investors 


S the first step in determining 
capital gains tax policies, the 
investor should balance his ordinary 
income against his exemptions. Next, 
gains and losses already accepted this 
year, plus short-term losses carried 
over from 1938, should be balanced, 
with the short- and long-term cate- 
gories considered separately. If a 
taxable balance remains after combin- 
ing the results of these two steps, ex- 
cess long-term capital losses should 
be established as an offset, but if ex- 
emptions and long-term losses exceed 
long-term gains, net short-term gains 
and other income, it is advisable to 
register enough additional gains to 
bring income just below the taxable 
amount. The net over-all gain or 
loss remaining to be established in 
order to achieve the desired final ob- 
jective must be used as a limiting fac- 
tor in determining the amount of fur- 
ther gains and losses to be taken in 
each holding-period group. Finally, 
paper profits and losses should be 
calculated, again segregated into 
short- and long-term, the appropriate 
holding-period percentage being ap- 
plied in the latter case. 
Enough short-term gains and losses 
should be taken to cancel out the 
smaller of these two items completely 
(losses carried over from 1938 being 
included with those established this 
year). Any remaining short-term 
losses fexcluding those carried over 
from 1938) should also be taken in 
the amount of 1939 net income and 
carried over to be applied against 
short-term gains next year unless 


Part Il 


these losses will become “long-term” 
early in 1940 and the investor desires 
to have such losses available in order 
to offset long-term gains or other in- 
come next year. It should be re- 
membered, however, that only two- 
thirds of these long-term losses would 
be deductible, against 100 per cent if 
taken now as a short-term loss. 

Whether the investor takes short- 
term losses now and carries them 
over to 1940, or allows them to run 
another month or so and become 
long-term, he is gambling that the 
tax laws will not be materially altered 
by the next Congress. If ordinary 
income is expected to be large next 
year and if most of the securities 
which it is anticipated will be included 
in the portfolio as of January 1 were 
purchased sufficiently long ago and at 
sufficiently low prices to warrant the 
expectation of substantial long-term 
gains next year, the second course 
would appear preferable. 

If an excess of short-term profits 
exists, it should be established up to 
the amount of long-term losses plus 
any excess of exemptions over ordi- 
nary income. Such action permits 


Judicious switches be- 
fore end of year may 
minimize tax liability. 


acceptance of profits without payment 
of tax and raises the cost basis on 
repurchases (which should be made 
immediately), thus reducing future 
taxable gains. Beyond this point, 
however, issues showing short-term 
profits should be held until 18 or 24 
months from the date of purchase in 
order to reduce the taxable portion 
of the gain to two-thirds or one-half. 
In taking short-term profits, issues 
which have been held the shortest 
time should be disposed of first and 
those already owned almost 18 
months retained. 

Where long-term losses exist, they 
should be established up to the 
amount of ordinary income (after ex- 
emptions) plus capital gains already 
registered this year insofar as the 
short-term gains cannot be offset by 
short-term losses. Issues held 18 to 
24 months should be sold in prefer- 
ence to those held more than 24 
months, in order to take advantage of 
the 6624 per cent allowable deduction 
before it changes to 50 per cent. 

Issues showing profits should, in 
general, be retained if they have been 
held more than 18 months but not 
over 24 months, since within six 
months or less the taxable portion of 
the gain will drop from two-thirds to 
one-half. Securities held longer than 
24 months should also be retained if 
the per share profit is comparatively 
small; if such issues were sold now 
and were immediately repurchased 
and subsequently disposed of at a 
higher price within 18 months, the 

(Please turn to page 23) 
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YLON—du Pont’'s sensational 
new synthetic fibre—will make 
its nation-wide debut in women’s hos- 
iery next spring. This remarkable 
product, whose commercial applica- 
tion to date has been confined largely 
to the production of bristles for use in 
toothbrushes and_ hairbrushes, is 
presently being manufactured by a 
number of the larger, although off- 
cially unidentified, hosiery companies 
on an experimental basis. Du Pont 
supplies the yarn, the hosiery units 
make it up into stockings and they 
are then turned over to the big chemi- 
cal company, which markets them in 
the Wilmington (Del.) shopping dis- 
trict. When the stockings, labeled 
simply “Nylon” and “Miss Nylon,” 
were placed on sale for the first time 
late in October, Wilmington women 
gave them a rousing reception. Just 
what is “nylon?” Why all the fuss 
about it? And what is it likely to do 
to the ladies’ silk hosiery field? 


Hosiery First 


Made from such basic raw ma- 
terials as coal, air and water, “nylon” 
is the generic name for all items de- 
fined scientifically as “‘synthetic fibre- 
forming polymeric amides having a 
protein-like chemical structure.” It 
is characterized by extreme toughness 
and strength and the peculiar ability 
to be formed into fibres and into 
various shapes such as_ bristles, 
sheets, etc. With its ability to be 
fashioned into filarnents of a beauti- 
ful luster, “strong as steel, delicate as 
a spider’s web”—and yet more elastic 
than any of the natural fibres—nylon 
is believed to be eminently suited for 
use in women’s hosiery. And du 
Pont’s faith in this belief is attested 
by its $10 million plant to produce 
nylon yarn now nearing completion at 
Seaford (Del.). 


[ntroducing 


Who heralds a veritable revolution in 
textile fibres—and holds the promise of 
“More Miles Per Gal” in women’s hosiery. 


By Thomas A. Falco 


Conceived in the test tube, nylon 
is one of those products whose po- 
tential uses are so vast that it is prac- 
tically impossible to foresee them all. 
Brush bristles, woven dress goods, 
velvets, fishing line, plastics, woven 
and knitted underwear, coated fabrics 
—these are all a part of the nylon 
picture. But it is its possibilities in 
connection with ladies’ hosiery that 
have fired the popular imagination. 
This is not surprising. For in addi- 
tion to strength, elasticity, lustrous- 
ness and beauty, introduction of ny- 
lon results in a stocking that absorbs 
little moisture and remains virtually 
wrinkle-free after washing. From the 
standpoint of the pocketbook, more- 
over, it is notable that nylon hose 
have superior snag resistance. In 
other words, they are less subject to 
runs—this deserves elaboration. 

“Silk stockings don’t wear out, 
they meet with accidents!” Thus 
spoke the president of a leading hos- 
iery company a short time ago. 
There, for millions of women, lies the 
crux of the silk hosiery question. 
Whether housewife or working girl, 
matron or college girl, women in gen- 
eral are highly conscious of their ex- 
penditures for silk stockings. While 
the relative importance of this outlay 
may differ, it is, nevertheless, a con- 
stant item in their budgets. Hence, it 
is perfectly natural that those who 
have heard reports concerning the 
superior snag resistance of nylon 
hose are -awaiting its arrival with 
considerable expectancy. And under 
such circumstances, it is perhaps for- 


givable that some of them have ex- 
aggerated its qualities. 

Ask a woman if she has ever heard 
of nylon stockings and, if she has, the 
chances are that she will exclaim, 
“Oh yes, I know; those are the stock- 
ings that won’t run!” An unfortu- 
nate misconception. The fact of the 
matter is that hosiery made of nylon 
will run. Once such an accident takes 
place, however, it is believed that the 
run will make slower progress. The 
big difference is that the prospects of 
such a mishap occurring at all have 
been greatly lessened. The du Pont 
organization is not making public 
statements on the matter. But it is 
understood that certain wearers have 
been able to use one pair of nylon 
hose for approximately two months, 
washing them practically every day. 
More impressive reports have been 
heard but they are not reasonably 
authenticated. 


No More Runs? 


This should not be taken to mean 
that all women will have such a happy 
experience. There are a bewildering 
variety of factors to be considered in 
this question of runs. There is, first 
of all, the individual wearer—her 
physical makeup, the type of work 
she does and whether she is charac- 
teristically “easy” or “hard” on stock- 
ings. Then there are the dictates of 
fashion. Paris may say shorter 
dresses, so more of the leg is exposed 
and the accident factor heightened 
thereby. Then again, a certain type 
of footwear may exert pressure that 
tends to develop a run. And so it 
goes. “Stockings meet with acci- 
dents,” true enough. But, in turn, it is 
equally true that “Fashion, rather 
than quality, determines the accident 
factor.” 

How do the hosiery companies feel 


24 

x 

‘ 

STAY 
— 

nt 
yn 
le 
re 

24 
4 
lf 
Cs 
d 
18 
ey fe 
ne 
he 
to 
24 
od 
of 
yn 
in 

en 
ot 
1X 
of 

to ae 
an 
if 
ly 
a 
he 
4 


8 


The FINANCIAL WORLD 


Vol. 72. No. 24 


about the coming of nylon? Most of 


‘them are not disturbed and some of 


them actually welcome it. In October, 
1938, when nylon was first an- 
nounced, raw silk was around $1.80 a 
pound. It is about $3.70 today. As a 
chemical product, nylon’s price and 
output can be controlled. Thus, it will 
not be subject to any of the multitude 
of elements that so often jump the 
quotation of a given commodity or 
else send it into a tailspin—with un- 
predictable repercussions on income 
accounts. 

While there seems to be a division 
of opinion on the point, best available 
information is that only a limited 
number of manufacturers—perhaps 
twenty or thirty. of the established 
units—will be licensed to make nylon 
hosiery. In this way, the marketing 
standards can be more effectively 
maintained. Stockings, for instance, 
will be sold under individual brand 
names, but each producer must iden- 
tify them as being made from nylon. 
Further, prices will presumably be 
about the same as those now prevail- 


ing in Wilmington. For a pair of hose 
of somewhat more than two-thread 
sheerness, women in that city are 
paying either of three prices: $1.15, 
$1.25 or $1.35, the difference being 
accounted for by “gauge,” or the 
number of ribs per one-and-one-half- 
inch. 

It is well to remember that while 
nylon has been the most publicized, it 
is not the only artificial fibre on the 
industrial horizon. Union Carbide has 
its “vinyon”; Celanese, a yet un- 
named product; while the hosiery in- 
dustry has a finger in its own syn- 
thetic textile pie. Besides, utilization 
of rayon in full-fashioned stockings is 
making tremendous strides in the 
laboratory. Although not popularly 
regarded as research organizations, 
some of the larger hosiery companies 
have spent substantial sums for this 
purpose. Gotham is an excellent illus- 
tration. So, if licensing of nylon is 
resorted to and if some of the larger 
units fail to be favored, it is logical 
to assume that they will fall back on 
a parallel chemical fibre. 


There is considerable speculation 
as to whether nylon will seriously cut 
into ladies’ silk hosiery sales. One 
official calls attention to the fact that, 
on a mass basis, capacity production 
at the Seaford plant will take a year 
to accomplish and that yarn will then 
be turned out in sufficient quantity to 
care for only 15 per cent of the total 
full-fashioned hosiery manufactured 
in America today. Substantially cor- 
rect. But the important thing here is 
that if the new fibre lives up to ex- 
pectations, capacity will ultimately be 
increased. A short time ago, for ex- 
ample, du Pont announced that it was 
not only boosting potential output at 
Seaford by 25 per cent, but also 
working on plans for a second plant. 
As for the relatively high price of 
nylon, that will also be taken care of 
in time. For as public acceptance 
grows, prices will decline, thus widen- 
ing markets. 

Here is another observation. Be- 
cause of the expense factor, the wo- 
man who buys a_ two-thread silk 

(Please turn to page 28) 


St. Lawrence Plan Agitation Renewed 


he 1934 it appeared that the UV. S. 
Senate had administered che coup 
de grace to the St. Lawrence water- 
way scheme. Many years of effoit by 
the proponents of this grandiose canal 
and power plan met a rebuff which 
seemed conclusive when the Senzte 
refused to ratify a proposed Ameri- 
can-Canadian treaty fixing the rights 
and obligations of the two govern- 
ments in the construction and devel- 
opment of the project. But the St. 
Lawrence seaway advocates are not 
easily discouraged. An “improved” 
treaty was drafted and sent to Can- 
ada in 1938 in the hope that it would 
meet a more favorable reception in 
the Dominion than the earlier pro- 
posals. However, the Provinces of 
Ontario and Quebec continued to op- 
pose the waterway project and, in the 
face of this opposition, it appeared 
that the American proponents of the 
scheme were faced with a stalemate. 

Within the past few weeks, a num- 
ber of inspired newspaper articles 
have appeared. Taken at face value, 
they indicate a revival of one of the 
most persistent bugbears of investors 
in the securities of northeastern rail- 
road and public utility companies. 
The waterway project, if successful, 


Political supporters of 
the St. Lawrence “sea- 
way’ and power 
project are using the 
war as a pretext fora 
new campaign. 


might divert a substantial amount of 
traffic from the railroads serving 
Great Lakes and Atlantic ports. A 
major hydroelectric development in 
the International Rapids section, a 
feature of the scheme which appeals 
particularly to the public power ad- 
vocates, would make available a large 
amount of electric power which would 
be distributed by the New York State 
Power Authority (an agency, dom- 
inated by men of strong socialistic 
leanings, which has thus far func- 
tioned only as a planning board). 
Under the existing type of political 
administration, the results for inves- 
tors in New York State utilities 
might be similar to developments in 
the TVA sphere of influence. 


Journalistic opinion to the effect 
that the chances of acceptance of the 
waterway scheme have been greatly 
enhanced appears to rest on two 
premises: (1) the withdrawal of ob- 
jections to negotiations by Premier 
Hepburn of Ontario, who was one of 
the most forceful opponents of the 
plan; (2) increased electric power 
requirements of Canadian industry in 
a war boom. Neither of these argu- 
ments appears particularly impres- 
sive. Mr. Hepburn’s seeming recan- 
tation is probably nothing more than 
a maneuver in international politics. 
One of the main reasons for Canadian 
opposition has been the large surplus 
power resources which are available 
in the Dominion. There is no pres- 
ent danger of a power shortage. In 
any event Canadian acquiescence in 
the St. Lawrence plan would be diffi- 
cult to justify on the grounds of a 
war emergency. It would take at 
least three years to complete the 
project. Negotiations between the 
two governments may be renewed, 
but there is little prospect that the 
proposed treaty would be ratified by 
either the Canadian or the U. S. Sen- 
ate, even assuming that an executive 
accord could be reached. 
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HE issues presented in this 

week’s statistical compilation 
have more of a right to be considered 
reasonably conservative than have 
stocks selling under $15 a share. In 
many cases, the equities included in 
the table appended below represent 
specialty situations, or companies 
which have relatively favorable past 
records but rank among the smaller 
units in their respective fields and 
thus do not possess outstanding com- 
petitive positions. Nevertheless, un- 
der favorable business conditions such 
as those now prevailing, these units 
are in position to improve their earn- 


Stock Guide 


Ten Better-Than-Average 
Stocks in $15-$20 Range 


Addressograph-Multigraph 
hain Belt 
Crown Zellerbach 
Glidden 
Hercules Motors 
McCrory Stores 
National Lead 
Ruberoid 
Spencer Kellogg 
Swift & Co. 


ings materially over those of 1938. 


The ten stocks selected as offering 
a greater-than-average degree of at- 


investment status 
from a somewhat speculative position 
to issues of the calibre of National 
Lead and Swift & Company ; the lat- 
ter company has earned a profit and 
paid dividends in all recent years but 
one, while National Lead’s record is 


traction vary in 


unsullied by deficits or dividend 
omissions. Chain Belt, Hercules 
Motors and Ruberoid belong most 
definitely in the capital goods classifi- 
cation, while Addressograph and 
Crown Zellerbach also have “busi- 
ness-cycle” characteristics. Glidden, 
McCrory and Spencer Kellogg oc- 
cupy a middle ground. 


—— Earned per Share ——— 
Mon hares —Year 
STOCK: py 1938 1939 (090) 1938 1939 Price COMMENT ON STATUS AND PROSPECTS 
i 94 754 30 —1 274%4—-15% #819 Company growing; 25% of business normally done 

Addressograph- Multi. abroad, but problems there should be offset by 
gains in U. S. and South America. 

Alpha Portland Cement.. 0.37 i0.17 i1.27 640 20 —11% 19%—12% 15 Continued gains in construction volume should aid 
sales and earnings; but shares continue speculative. 

Am. Agricul, Chem...... {1.22 mD0.26 mD0.15 628  281%4—22 24-16 20 Although speculative, stock represents one of the 

better situated fertilizers. 

Am. Rolling Mill......... D1.16 D0.98 0.26 2,870 24%—13%  22%4-—11% 18 Higher operating rate should more than offset in- 

. creased costs, permitting substantial profits. 
0.09 0.29 1.95 540 19 —12 16 Residential building volume and consumers’ purchas- 

‘ ing power are earnings determinants. 
ini 450 31 —19} 20 Benefits from better spread between raw and refined 
Amer, Sugar Refining.. anaes " and improved sales volume. Government’s sugar 

1.53 193 20%—i2 1814--14% 15 eather conditions, affecting tobacco crop, im- 

Amer. Sumatra Tob. .... sD portantly influence earnings results. Thus, shares 
must be regarded as speculative. 

Andes Copper ..........- *0.71 *0.40 *0.41 3,582 20%—10 21 — 8% ~=:i16 Extreme minority status is a distinct drawback, 
though earnings prospects appear favorably defined. 

Austin, Nichols A........ uD6.97 tD3.02 tD2.83 29 «= 3634-124 930%—-17% = 16 Keen competitive conditions that characterize the 

liquor business and unsatisfactory past record of 
company mark shares as speculative. 

Atl. Gulf & West Indies D9.31 D6.49 D2.12 150 8%4—-4% 263%4—5%4 16 Although volume prospects have brightened mate- 
rially, the profit outlook is less clear. Shares are 
radically speculative. 

Baldwin Locomotive...... D1.09 iD0.59 iD0.70 1,028 17%—5 214— 9% = 17 High level of industrial activity and probable war 
business suggest earnings progress for this “prince 
or pauper.’ 

Bangor & Aroostook..... 0.34 0.15 D0.25 142 36 —24%4 30%—15%4 15 Increased truck and water competition and a smaller 
potato crop have adversely affected earnings. 

Barber Asphalt .........- D0.85 D0.43 0.73 390 2334—-12% 21%—-10%4% 16 Depends on trends of construction and road building: 
volume of latter is importantly influenced by 
municipal finances. Outlook fair. 

Bloomingdale ............ al.03 nD0.60 nD0.37 214—13% Erratic earnings record, but can show reasonable 
profits in periods of good general business. 

Burlington Mills ......... 2.27 n0.40 nl.21 625 16%— 634 193%4—-11% 18 Stands to benefit by upward trend in demand for 
rayon fabrics, but as unit profit margins are small, 
large volume is needed. Competition keen. 

Byron Jackson ..........- 1.52 1.27 0.90 379-22 ~ —13 17%—-114%—s 15 A typical capital goods equity; earnings show wide 
fluctuations as a result of changes in general in- 
dustrial activity. 

i1.12 0.54 1.02 615 21%—12%  20%—12 15 Aggressive merchandising and generally better busi- 

: ness conditions have been accounting for the earn- 
ings betterment. 

1.26 1.40 487. 16%4—12 221%4—18 19 Current trends in heavy construction industries as- 
sure near-record earnings this year. 

D2.72 D1.85 D2.14 18 12%4— 6 214—- Despite generally better business conditions no signi- 
ficant progress is expected in earnings. 

Colgate-Palmolive-Peet . 1.77 n0.47 n0.88 1,963 17 —7% 174-114 16 Passion operations may be adversely affected by the 

uropean war, 

Colo. Fuel & Iron........ £0.10 D0.26 0.41 564  237%2—-9% 19 outlook aided by larger demand from rail- 
roads. 

Container Corp. ......... 0.04 D0.13 0.36 781 934 17 Benefits from trend toward larger use of paper pack- 
ages by consumer goods industries, the chief out- 
let. Recently resumed dividends. 

Crown Zellerbach ........ d1.58 d1.05 2,261 154%—-7% 16%4—9 17 Sales volume is sensitive to general business condi- 


*Before depletion. 


September 30. m—3 months. n—6 months. 


a—l2 months to January 51. 
t--4 months to August 31. 


d—12 months to April 30, 


(Tabulation continued on page 26) 


f—12 months to June 30. 
u--12 months to April 30, 1939. Deficit. 


tions; benefits from improved price structure and 
reduced foreign competition because of war. 


g—l12 months to July 31. i—12 months to 
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Ratings are from THe FINANCIAL WORLD 


Independent Appraisals of Listed Stocks. 


Refer to individual Stock Factographs for 
further vital information and statistical data. 


mntons on Listed Stocks 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for thetr accuracy. 


AMONG THE BULLS AND BEARS 


Prices Are as of the Closing, Wednesday, December 6, 1939 


B 


Cyclical and longer term growth 
prospects warrant placement of funds 
in shares, recently quoted at 39 (paid 
and declared so far this year, $1.25). 
An interesting feature of recent oper- 
ations has been the conversion of 
one of this company’s low-cost farm 
tractors to industrial operations. De- 
signed for work both indoors and out- 
doors, this model-adaptation has 
brought a _ substantial number of 
sales. Reflecting the sharp rise in 
industrial activity, unfilled orders of 
Allis-Chalmers were $18.3 million 
on September 30, compared with ap- 
proximately $10.8 million a year ago. 
Despite the second quarter strike, 
1939 net will be well above previous 
year’s levels. (Also FW, Nov. 1.) 


Aluminum Co. of America C+ 


While not suitable for conserva- 
tive requirements, existing moderate 
holdings of shares may be retained as 
a long term speculation; approx. 
price (N. Y. Curb), 147 (declared 
$6 this year plus 1/3 share of Ni- 
agara Hudson Power stock). Late 
this month, stockholders will receive 
the first cash dividend ever paid on 
the present common issue. In 1928, 
there was a stock distribution of 1/3 
share of Aluminum, Ltd. common. 
Voting of a stock dividend in Niagara 
Hudson Power common will serve 
to cut company’s holdings of that is- 
sue more than 50 per cent to roughly 
500,000 sharees—or an aggregate 
percentage figure well below SEC 
requirements. 


Babcock & Wilcox C 


Longer term speculative prospects 
warrant retention of shares, now 
around 21. While results over the 
last year and a half have not been 
particularly encouraging, company 
has now apparently returned to a 
good earnings position. Operations 


were in the black during the third 
quarter, but earlier losses resulted in 
a nine months’ deficit of 74 cents a 
share. Rising shipments, however— 
together with generally better busi- 
ness conditions—indicate that this 
loss may be entirely eliminated in the 


_current quarter. Backlog on hand is 


understood to be sufficient for opera- 
tions at the present rate through the 
first six months of 1940. (Also FW, 
Oct. 25.) 


Blaw-Knox Cc 


Speculative potentialities warrant 
retention of shares, now around 11. 
With steel, construction and auto- 
mobile activity spiraling upward, 
bookings of Blaw-Knox have ex- 


perienced sharp expansion. This has 


brought a_ substantial increase in 
gross sales during the second half 
as compared with the initial six 
months. While it is somewhat early 
for a definite forecast, indications are 
that earnings will score a big gain 
over the 16 cents a share shown in 
the first half. Unfilled orders are 
another expanding factor. Estimates 
are that volume on hand, as of Octo- 
ber 31, was around $6.1 million. This 
would compare with $3.3 million re- 
ported on June 30. (Also FW, Sept. 
20.) 


Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their FINANCIAL 
Wor.p Appraisal ratings up to date. 


Allegheny-Ludlum ...... Cc to C+ 
Bangor & Aroostook pf...B+ to B 
Bangor & Aroostook com..B to C+ 


Black & Decker.......... C+toB 

Crane Company ......... C toC+ 
Emlamd Steel B toB+ 
National Gypsum ........ Cc toC+ 
Omnibus Corp. .......... Cc toC+ 
Pan Am. Pet. & Trans....C to C+ 
Mayomior We. C to C+ 
Rayonier com. .......... D+ toc 


Cannon Mills B 


Now around 39, shares constitute 
an attractive medium for represen- 
tation in the textile manufacturing 
group (paid and declared this year, 
$2.25). Despite the highly volatile 
nature of the textile industry, Cannon 
Mills has managed to remain in the 
black and pay dividends in every year 
since organization in 1928. This is 
an unusual record indeed and is part- 
ly attributable to characteristically 
aggressive methods of merchandising. 
Operations are now benefiting from 
recent price advances. And while in- 
terim results are not reported, there 
is little doubt that earnings will be 
sufficient to maintain the recently in- 
stituted $2 annual rate. (Also FW, 
Sept. 20.) 


Chrysler A 


Shares, now around 88, may be 
counted among the leaders in any 
general market upturn (paid and de- 
clared this year, $5). All Chrysler 
plants began to hum last week as 
workers returned to their jobs fol- 
lowing the protracted strike. There 
is little question that the company 
lost a substantial amount of sales as 
a result of the tie-up, particularly 
since it coincided with beginning of 
the new automobile year. It is en- 
couraging to note, however, that 
Chrysler now has a backlog of around 
200,000 units. This is sufficient to 
keep plants running for about two 
months without additional orders. 
(Also FW, Oct. 18.) 


Corn Products B 


At prevailing levels, around 63, 
stock is attractive for its income and 
longer term price appreciation possi- 
bilities (ann. div., $3; yield, 4.7%). 
Normally, December is one of the 
dullest months of the year for corn 
refiners. Because of the big wave of 
buying in September, however, trends 
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have been distorted and it is practi- 
cally impossible to predict what will 
happen this month. After selling off 
from their September highs, corn 
prices have firmed up again and com- 
pany recently raised quotations on 
bulk products by 5 cents per hundred 
pounds. (Also FW, Sept. 27.) 


Electric Auto-Lite B+ 

Operating record and cyclical pros- 
pects justify retention of shares, re- 
cently quoted at 38 (paid and de- 
clared this year, $3). By recently 
voting a “year-end” dividend of $1 
per share, Electric Auto-Lite boosted 
this year’s authorizations to $3 per 
share. This represents the best year 
since 1931, when distributions reached 
$5.50 per share, and compares with 
$1 in 1938. Coincident with dividend 
action, it was announced that the first 
of compary’s workers made idle by 
the 54-day Chrysler strike would re- 
turn to their jobs. Total men affected 
numbered 2,600. (Also FW, Oct. 
25.) 


Mack Trucks Cc 

At 29, stock is suitable for repre- 
sentation in. the truck industry (de- 
clared 50 cents this year). Mack 
returned to the dividend column last 
week when a year-end payment of 50 
cents a share was declared. Last dis- 
tribution was 25 cents in March, 
1938. Beginning with the June quar- 
ter, company experienced a sharp im- 
provement in business, and unfilled 
orders are currently sufficient to as- 
sure a satisfactory operating level for 
several months to come. Thus far, 
registrations of new Mack trucks 
have been running some 60 per cent 
ahead of year-ago levels. This com- 
pares with an average gain of around 
half that amount for all trucks. (Also 
FW, Sept. 13.) 


Mead, Johnson A 


Retention of shares is warranted 
for their semi-investment character- 
istics; approx. price on the N. Y. 
Curb, 163 (yield on $3 ann. div., plus 


Earnings Reports 


EARNED PER SHARE 1939 1938 
ON COMMON STOCK 12 Months to Octeber 31 
American Gas & Electric.......... 2.53 2.16 
American Power & Light.......... 0.16 D0.03 
Commonwealth & Southern........ 0.12 0.04 
Electric Power & Light.......... D0.46 DO.25 
Engineers Public Service.......... 1.53 0.76 
10.65 9.03 
MeLellan Stores 1.06 0.85 
Puget Sound Power & Light...... p5.68 p3.55 
Virginia Electric. & pl9.46 p17.65 
est r a Dp aper. 3 
10 Months to October 31 
Eastern rere 0.99 0.31 
UB Smelting Refining & Mining S46 
melting 4 ning 5. 5 
9 Months to October 31 
6 Months to October 31 
Coast Fisheries.......... 32 


Food Mac 
Louisville Electric (Del.). 


Midwest Oil 


> a2.16 
Outboard Marine & Mfg........... 2.44 
9 Months ie Seotember 30 
American Safety Razor............ 1.14 
Brillo Manufacturing ............ 139 1.06 
7.22 


A. 
Vick Chemical 


Jantzen Knitting Mills........... 


United Paperboard 
National Bellas Hess............. 
Re A stock. b—Class B stock. 


*—11 months to August 31. 
D—Deficit. 


‘21 
3 August 
12 Months to July 31 
D0.34 D0.30 


p—Preferred 
tBefore Federal 


$4 extra paid and declared this year, 
4.2%) In the wake of spectacular 
sales increases, Mead Johnson shares 
have been generally advancing for the 
last four years and presently stand at 
record levels. The leading manufac- 
turer of infant diet materials, com- 
pany’s products have a good reputa- 
tion and are widely distributed 
throughout the Western Hemisphere. 
Earnings may hit a new peak this 


year at around $10 per share. (Also 
FW, Sept. 6.) 
Symington-Gould Cc 


Shares represent a speculative com- 
mitment in the rail equipment indus- 
try. Approx. prices: with warrants, 
9; ex-warrants, 7. While October 


quarter profit was not large—it be- 
ing equivalent to 12 cents a share— 
the significant thing at this time is 
that operations are comfortably in 
the black for the first time in two 
years. Company is one of the smaller 
—though established—units in its 
field and is almost entirely dependent 
upon railroad car building, a factor 
which makes for wide cyclical swings 
in results. Provided the industrial 
upturn continues at its present force, 
company should record further im- 
provement. 


Timken-Detroit Axle C+ 

Placement of speculative funds in 
shares may be made, at present 
prices of about 24 (paid and declared 
so far this year, $2). In so-far as the 
commercial vehicle building division 
is concerned, the new-order rush has 
reached the point where this com- 
pany is exercising caution in accept- 
ing any business that might interfere 
with service to regular customers. 
One result has been that company has 
been forced to do further forward 
purchasing of supplies at higher price 
levels. In turn, however, this has 
made for an advancing price market 
in company’s own products—thus en- 
hancing profit possibilities in this 
field. (Also FW, Sept. 13.) 


U. S. Pipe & Foundry B 

Stock, now around 37, has appeal 
for speculative income and longer 
term market enhancement (ann. div., 
$2; declared 50 cents extra this 
year). With no let-down in the de- 
mand for cast iron pipe, second half 
operations of this company have been 
moving along at satisfactory rate. In 
the first six months, earnings equalled 
$2.06 a share and the final period 
should be just as good. However, 
because of year-end adjustments, full 
year results are expected to finish 
below the $4 mark. In 1938, profit 
was equivalent to $2.38 per share and 
dividends amounted to $2. (Also 
FW, Apr. 19.) 


Weekly Trends in Four Basic Industries 
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Two Magic 
Forces 


We are kept floundering around by 
the inability of the New Dealers to 
realize just what this country needs 
to restore its equilibrium. Instead of 
earnestly striving to coordinate our 
economic forces into a single entity, 
they are scattering them to the winds 
like a herd of mavericks. _ This is 
why we cannot get anywhere. And it 
explains why we have our spurts and 
let-downs until the business mind of 
the nation is so frayed with doubts 
it cannot think or plan intelligently. 

All this could be altered overnight 
if only the influence of two magic 
factors could be utilized. One is con- 
fidence and the other is cooperation. 
With them again in full play all the 
other incumbrances which are ob- 
structing recovery could be quickly 
brushed aside. We have just finished 
celebrating two Thanksgivings, each 
one of them largely devoted to giving 
thanks that we are still able to sur- 
vive the instability through which we 
have passed for so many parched 
years. 

A thanksgiving also will be fer- 
vently celebrated when we can count 
again on confidence and cooperation. 
Those two magic words translated 
into action would change our entire 
outlook from discouragement into ag- 
gressive hopefulness. 


Incomes Have 


Fared Best 


Now that we are about to round 
out another decade, some reflections 
seem to be in order for what guid- 
ance the past ten years can give us. 
Uppermost is the question of who 
has fared best in this period. Was it 
the investor, or the speculator? 


Viewed in retrospect this closing 
decade reveals that the advantage all 


was with the former. If one had 
chosen sound and proven securities 
he at least has received an income 
on his investments despite the ups 
and downs in the market quotations, 
which we all know had many vicis- 
situdes under the fanciful and night- 
marish quest of the New Deal for a 
new economic formula in attempting 
the rehabilitation of our prosperity to 
attain the “more abundant life.” 

To illustrate this let us cite one 
example, one of many: American 
Telephone & Telegraph. Through- 
out these ten years it has paid its 
stockholders $9 a year in dividends. 
A total of $90 dollars a share. The 
stock has gone down and up with the 
market, but not to the same extent 
as other more speculative securities. 
But if the holder were to take out 
his pencil and figure the income he 
has received in comparison with what 
money was worth in the open market 
during the same period of time, he 
would find out how much more profit- 
ably his capital has been employed. 
He would further discover that the 
market value of his security has 
shown at least average recovery and 
that the stock’s dividend record pro- 
vided a substantial cushion against 
a decline. 

This brings to mind the thought 
what is the fundamental purpose of 
capital? Primarily it is to create in- 
come. That being the case, then, 
sound incomes should also receive 
preference over speculative risks un- 
less one is in a position to assume 
risks in the hope of commensurate 
profit. That is a problem of quite an- 
other type. 
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The Wrong 
Approach 


Commenting on the failure of the 
public to enter the stock market, the 
dean of financial writers, Alexander 
D. Noyes of The New York Times, 
has drawn attention to certain factors 
that upon analysis may serve as a par- 
tial explanation. He states that a 
study of the market letter advices, 
both from brokerage houses and from 
investment advisors, reveals that the 
word caution is and for several weeks 
has been liberally employed, and this, 
perhaps with the lack of foreign buy- 
ing, might readily explain the 
apathetic attitude toward stocks. 
Here is a very keen observation. If 
the financial fraternity itself lacks 
confidence—which widespread use of 
the word caution implies—it can be 
readily understood why the public 
acts hesitatingly even if sound securi- 
ties by common agreement are rated 
as undervalued. 

I have often felt that one of the 
principal factors militating against 
stock brokers’ efforts to increase 
their business is the hot and cold atti- 
tude they assume in their market let- 
ters to their customers regarding the 
outlook over the immediate future. 
Instead of acting like enterprising 
merchants and pointing out invest- 
ment values, they endeavor to in- 
terpret the course the short term 
swings are likely to take. That is, 
they try to assume the rodle of a 
prophet in a field where prophecy, at 
least for the last several years, has 
been dangerous and unsatisfactory. 

It is wrong approach. It has a ten- 
dency of inculcating in their clients 
the spirit of a speculator instead of 
that of an investor. If brokers would 
confine themselves more to values 
instead of trying to tell their custom- 
ers whether the market trend looks 
as if it is going higher or lower, their 
business would be greatly helped. 
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What Outlook 


Divid 


That the Government is well aware 
of the financial problems confronting 
the public utility industry is clearly 
indicated by the recently released re- 
port of the Public Utilities Division 
of the Securities & Exchange Com- 
mission on the “Dividend Status of 
Preferred Stocks” of registered util- 
ity holding companies and subsidiar- 
ies. The report points out that on De- 
cember 31, 1938, some $1,581 million, 
or 44 per cent of the preferred stocks 
covered in the study, had accumulated 
unpaid dividends to the extent of $372 
million. This sum amounted to 23.6 
per cent of the stated liquidating value 
of the stocks. Of this arrearage, over 
25 per cent was represented by the 
back dividends for American Power 
& Light and Electric Power & Light, 
and another 10.6 per cent by Standard 
Power & Light, which controls Stand- 
ard Gas & Electric. 


Equities Vanishing 


The Director of the Federal Pub- 
lic Utilities Division expressed his 
opinion that “there are at least 20 
holding companies with consolidated 
assets aggregating about $6.5 billion 
which must be recapitalized.” He also 
concluded that “in many cases studied 
the equity of owners of securities 
junior to the preferred stocks is ap- 
proaching the vanishing point and 
that a drastic revision of corporate 


SEC report says that 
in many cases “drastic 
revision of corporate 
structures is the only 
way to bring about the 
necessary financial ad- 
justments.” But the 
majority of the utility 
holding companies is 
in a relatively sound 
condition. 


structures is the only way to bring 
about the necessary financial adjust- 
ments and to assure the real owners 
control of their property.” (Italics 
supplied.) 

This survey naturally accepted con- 
ditions as they existed at a certain 
date a year ago. Since that time, 
equity earnings of public utility hold- 
ing companies in many cases have 
sharply reversed the trend that was 
“approaching the vanishing point,” 
and a continuance of the current sat- 
isfactory business conditions may 
mean real profits for the junior se- 
curities. Are these junior securities 
to be denied their chance for recov- 


end 


ery and participation in future divi- 
dends in a recapitalization ordered or 
approved by the SEC? The answer to 
this question may have been supplied 
by the Commission itself in its own 
order approving the plan of recapital- 
ization of Community Power & Light. 
In that order, dated subsequent to the 
date of the report on the dividend 
status of the industry, the Commis- 
sion, after finding that it would take 
many years before the present com- 
mon stock of Community Power & 
Light could hope for a return, de- 
creed: “nevertheless, the possibility 
that there may eventually be dividends 
available for the common stock is 
such that we cannot say that the 
common stock has no value, and we 
therefore believe that it is entitled to 
some participation in the company.” 


Survey Incomplete 


Nor does the survey inquire into 
the causes that have brought about 
the accumulation of unpaid dividends. 
That is a pity, because an operation 
to remove the causes of sickness would 
be so much more lasting than merely 
assigning the patient a new identifica- 
tion number from time to time. There 
is basis for the opinion that the word 
“drastic” is used much too loosely in 
the report, and also that the “only 
way” therein suggested need not be 
the only way and is certainly not the 


How the Public Utility Holding Companies Stand 


Relatively Strong Financially: 


American Gas & Electric 
American Light & Traction 
American Water Works & Elec. 
Columbia Gas & Electric 
Consolidated Edison of N. Y. 
Electric Bond & Share 

El Paso Natural Gas 
Engineers Public Service 
Federal Light & Traction 
Lone Star Gas 

Louisville Gas & Electric 
Middle West Corporation 
National Power & Light 
Niagara Hudson Power 
North American 

Pacific Lighting 

Public Service of N. J. 


United Gas Improvement 


Recapitalization Possible 
But Not Urgent: 


American Power & Light 


Cities Service 
Power & Light 


Commonwealth 
& Southern 


Illinois Iowa Power 


International Hydro 
Electric 


New England 
Power Association 


Northern States 
Power of Del. 


United Corporation 


Recapitalization Desirable: 
Associated Gas & Electric 
Central Public Utility - 
Electric Power & Light 
Central & South Western Utilities 
Community Power & Light 
Federal Water Service 
General Gas & Electric 
Midland United 
New England Public Service 
North American Light & Power 
Portland Electric Power 
Puget Sound Power & Light 
Standard Power & Light 
Standard Gas & Electric 
United Gas Corporation 
United Light & Power 
United Public Utilities 
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best way for investors in all cases. 
Furthermore, we would have to be 
extremely pessimistic to draw up a 
firm list of 20 important holding com- 
panies that “must’’ undergo the oper- 
ation, regardless of what conditions 
may be six months or a year hence. 
In many cases, in spite of the sub- 
stantial rate reductions, and increas- 
ing operating costs and taxes, and al- 
though threatened with competition 
from the Federal Government, hold- 
ing companies could still have con- 
tinued to pay dividends on their own 
preferred stocks, if normal expansion 
capital had been available. But under 
the circumstance these holding com- 
panies have elected to improve their 
properties and keep their operating 
subsidiaries in sound financial con- 
dition by using earnings for such pur- 
poses rather than paying dividends to 
the holding companies. In fact, the 
accumulated preferred dividend ar- 
rears of a number of holding contpan- 
ies is substantially less than the 
amount of earned capital used to fi- 
nance plant expansion and to pay ma- 
turing obligations. This is outstand- 
ingly true of American Power & 
Light, Electric Power & Light and 
Commonwealth & Southern, and it is 
quite possible that the dividend ar- 
rears on these three holding company 
preferred stocks can be cleared up 
without “drastic recapitalization,” if 
the government will cooperate fully 
enough to permit their subsidiaries to 
refinance their high-cost debt and ob- 
tain additional long term capital to 
fund expenditures of recent years. 


Quickest Way? 


Yet it cannot be denied that recapi- 
talization as a general policy would 
be the quickest way of repairing the 
financial condition of holding compan- 
ies as a class. One important addi- 
tional factor that has held up the in- 
dustry and prevented it from going 
ahead with its own house-cleaning 
plans has been the uncertain status of 
the integration section of the Public 
Utility Holding Company Act. The 
question naturally arises: can a hold- 
ing company recapitalize and issue 
new securities without previously or 
concurrently attaining an integrated 
geographical status? The answer 
seems to lie in the discretionary pow- 
ers of the Commission, and a number 
of actions by the SEC seems to indi- 
cate that only in exceptional cases 
will there be any attempt to invoke 
the “death sentence.” 


Market Trend 
Analysis 


ENETRATION of the 147.78 

and 32.79 levels must necessarily 
be viewed as signalling a reaction of 
intermediate scope. The question at 
once arises: Has it spent its force 
already, or may it be expected to pro- 
ceed considerably farther? There is 
one factor working strongly in favor 
of the latter view; namely, the fact 
that any move following so extensive 
a “line” as that witnessed in the last 
several months is bound to be sub- 
stantial. 

However, the action of the market 
over the past week provides legiti- 
mate cause for doubt that the “line” 
has been broken so decisively as to 
justify the expectation of a further 
considerable break solely on_ this 
basis. A rally or decline following 
a breakout from a trading range is 
almost invariably featured by con- 
tinuous movement in the original di- 
rection for some time following its 
inception. The present setback, how- 
ever, has been distinguished first by 
indecision and then (on December 6) 
by reversal. The assumption appears 
warranted that the breakout gave a 
false signal. 

This conclusion is supported by a 
number of other factors. The reac- 
tion from the September tops, as- 
suming it reached its limit November 
30 in the industrials and December 4 
in the rails, had a duration of 64 
trading days in the former average 
and 54 days in the latter—more than 


enough time for the completion of a 
normal secondary reaction. The de- 
gree of retracement of the preceding 
advance—41.7 per cent in the indus- 
trials and 42.9 per cent in the rails— 
was also ample. These factors are, 
of course, not conclusive; they mere- 
ly indicate that the reaction could be 
finished, not that such is actually the 
case. 

More weighty arguments are avail- 
able, however. One is the recent up- 
turn in commodity prices. Another 
which might be cited is the steady 
pick-up which occurred in trading 
volume December 6 when prices ad- 
vanced, indicating that many traders 
who had withheld purchases in the 
expectation of still lower prices had 
reached the conclusion that such lev- 
els would probably not be witnessed. 
Finally, if the September highs had 
been important turning points, it is 
most unlikely that they would have 
been followed by the prolonged side- 
wise movement which actually took 
place. 

Reversal of the secondary down- 
trend would be signalled should the 
averages go through the 151.69 and 
34.08 levels. However, should prices 
fall below the recent bottoms (145.69 
and 31.53), the minor downtrend— 
now apparently in abeyance—would 
be resumed and this action would re- 


confirm the intermediate decline.— 


Written December 6; Allan F. Hus- 
sey. 
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December 13, 1939 


The Market Outlook 


Speculative sentiment dampened by further aggressions abroad. 


But outlook here continues to be for sustained good level of 
corporate earnings, providing sound support for stock prices. 


HE sustained high level of business activity 

has come to be taken as a matter of course, 
with the result that developments in the Euro- 
pean arena continue to occupy a large part of the 
attention of financial circles. And abroad, the 
intimations of further extension of Russian ag- 
gression are far from heartening, providing an- 
other reason for stock prices failing to rise to 
levels which the current and prospective volume 
of corporate earnings would justify. But spread 
of hostilities as well as other factors have been 
lifting commodity prices during the past several 
weeks. Continuation of current trends in com- 
modities would doubtless bring about a resump- 
tion of stock price improvement because of their 
favorable effect on earnings of raw material pro- 
ducers and on inventory values generally, as well 
as their inflationary implications. 


OR the first time since the end of August, 

the barometric steel industry’s operating rate 
has dipped—but the decline in this instance is of 
little significance inasmuch as it entirely reflects 
equipment repairs. New orders have slackened, 
but sufficient business still is on the companies’ 
books to assure production at around current 
levels through most of the first quarter of the new 
year, at least. Here, as elsewhere, there continues 
to be an absence of indications of any disturbing 
inventory increases; and if a top-heavy inventory 
situation is ultimately to halt the general business 
improvement, that eventuality seems to be a con- 
siderable distance in the future. While the situa- 
tion by no means bars a moderate recession in 
activity, certainly the groundwork has not been 
built up for a downward movement of serious 
proportions. As has previously been pointed out 


here, declines in some of the seasonally adjusted 
business indexes (such as that of the Federal 
Reserve Board) over coming months would not 
necessarily reflect an actual decline in industrial 
activity. The reason is of course that, with busi- 
ness already operating at high levels, the rises 
which normally occur in the early months of the 
spring are unlikely to develop; and because of 
the construction of these statistical measuring de- 
vices, mere maintenance of the current rate of 
business—rather than conformance with the usual 
seasonal pattern—would bring about a decline ia 
their figures. 


HE stock market is currently entering a 

period when considerable selling for tax pur- 
poses is usually encountered, and there already 
seems to be evidence of such operations. These 
frequently involve a corresponding repurchase 
of similar securities, but on balance the result is 
to increase selling pressure. Obviously, such an 
effect is but temporary, and of no importance 
to the underlying trend; it does not constitute a 
factor of sufficient importance to warrant changes 
in investment policies. As long as the outlook 
continues to be for a sustained good level of cor- 
porate earnings, a continued flow of dividend pay- 
ments, and an upward trend in living costs, sound 
stocks affording holders adequate yields will oc- 
cupy an advantageous position. Here and there, 
special circumstances may warrant an individual 
in placing a large portion of his funds in specula- 
tive issues, but by and large the investor is on 
soundest ground if commitments are confined 
largely to issues backed by substantial earnings 
and whose dividends afford good yields —Writ- 
ten December 7; Richard J. Anderson. 
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The Trend Things 


Receivership Stocks: 


A number of recent developments have tended 
to cast doubts upon the shares of receivership 
companies faring as well in future reorganiza- 
tions as some of the issues of this sort have done 
in the past. The most important of these develop- 
ments is a decision by the U.S. Supreme Court 
(in the Los Angeles Lumber Products case) 
which holds that—the new procedure under 1933 
Federal Bankruptcy legislation notwithstanding— 
claims of creditors must first be satisfied before 
stockholders can be regarded as possessing any 
equity in the assets of a bankrupt corporation. In 
recent years, the claims of bondholders and other 
creditors have frequently been scaled down dras- 
tically in reorganizations, with the stockholders’ 
equities reduced by a.much smaller amount—obvi- 
ously at the expense of the creditors. This deci- 
sion creates a highly important precedent, and may 
well mean that future reorganization plans in 
many cases will wipe out all value for the affected 
companies’ stocks beyond that which may be in- 
herent in rights to put up additional cash (1.e., 
pay an assessment) in order to retain an interest 
in the new corporation. (Details on page 3.) 


Nylon: 


Sometime next spring, du Pont will place pro- 
duction of nylon hosiery on a mass basis and offer 
it to the country at large. Last October, nylon 
stockings were placed on sale experimentally in 
Wilmington (Del.). So far, commercial appli- 
cation of this new synthetic fibre—made of such 
basic raw materials as coal, air and water—has 
been confined largely to brush, bristles. But its 
potential uses are many and include plastics, tex- 
tiles, fishing line and sewing thread. While hosiery 
executives agree on the superior wearing qualities 
of nylon hose, its real test will come only after 
millions, rather than thousands, of pairs cross the 
nation’s retail counters. As for status of the silk 
hosiery producers here, details are lacking. But it 
is believed that most of the established units will 
be licensed to make the new stockings. Since 
nylon is not the only new, revolutionary-type of 
artificial fibre at hand, there is little likelihood that 
any of the bigger hosiery companies will suffer. 
For they will have either their own or other paral- 
lel products to resort to. As for possible effect on 
total hosiery volume, that is a moot point. The 
chances are, however, that whatever is lost in 
this direction will be made up by wider profit mar- 
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gins on the new hose, which will sell at relatively 
high prices. (Details on page 7.) 


Steel Scrap: 


Steel ingot production has held above 90 per 
cent of capacity for the last eight weeks, and con- 
sumption of steel scrap is reported to have set suc- 
cessive new records in each of the last two months. 
Nevertheless, scrap prices have shown softening 
tendencies since late October. In Pittsburgh, 
where the No. 1 heavy melting grade moved up 
$10 a gross ton between May and October, the 
quotation has fallen by $5.50 a ton, a drop equaled 
at Youngstown. Other recessions range from $4 
at Detroit to $1 at Cincinnati. In Birmingham, 
where no increase took place until mid-October, 
the higher price has held without change. The 
decline in scrap prices has two implications. For 
one thing, those steel producers (believed to be 
in the minority) which were not forced to stock 
up on scrap during October and early November 
at the inflated levels then prevailing enjoy an 
important competitive advantage. The other in- 
ference is less constructive. Of the 24 significant 
recessions in scrap prices which have taken place 
since 1912, 20 have accompanied or preceded sig- 
nificant recessions in steel ingot production. These 
declines in output have in many cases been tem- 
porary, and it appears likely at the present time 
that any setback in the next several months would 
not necessarily prove to be prolonged. 


Utility Recapitalizations: 


Recapitalization of public utility holding com- 
panies that have substantial dividend arrears seems 
to be looming as an important item on the SEC 
calendar for early consideration. An official re- 
port, recently released, stated that as of December 
31, 1938, some $1.6 billion, or 44 per cent of the 
preferred stocks studied, were in arrears to the 
extent of $372 million. The SEC director ex- 
pressed the opinion that at least 20 holding com- 
panies with $6.5 million consolidated assets must 
be recapitalized and also stated that “a drastic 
revision of corporate structures is the only way to 
bring about the necessary financial adjustments.” 
While the word “drastic” may have been used too 
loosely, particularly in view of the material im- 
provement in earnings in recent months, recapi- 
talization would certainly be the quickest, if not 
the most desirable way of repairing the financial 
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condition of certain holding companies. Some 
important voluntary recapitalizations are reported 
to be under way, including Commonwealth & 
Southern. These recapitalizations are likely to 
help considerably in clarifying the uncertain status 
of the integration provisions of the Holding Com- 


pany Act. (Details on page 13.) 
Commodities: 


There has been some discrepancy in the recent 
action of various indices of commodity prices due 
to differences in items included and weights as- 
signed to each. But the trend has, in general, 
been upward. Fisher’s spot index established a 
new high since 1937 for the week ended December 
2; Moody’s spot index reversed the downward 
trend which has been in evidence since mid-Oc- 
tober; and the Dow-Jones futures index, which 
has been climbing for almost a month, approached 
the September peak. On the other hand, declines 
have recently been noted in the commodity price 
indices compiled by The Annalist, the National 
Fertilizer Association and the U. S. Bureau of 
Labor Statistics. Principal items showing firmer 
tendencies have been wheat and silk ; the former is 
currently selling at the highest level since early 
1938 and the latter has set a nine-year top. Corn, 
cotton, hides and pepper have also exhibited a 
marked degree of strength. 


Changes: 


Utah Power & Light Ist 5s of 1944 have re- 
cently moved up to a price of about 103 (as 
against the original recommendation of 96). A\l- 
though there still remain two points before call 
price is reached, current quotations seem liberal 
for an issue of this quality, and profit-taking ap- 
pears in order. Funds thus released can be placed 
in Pacific Power & Light Ist 5s of 1955, whose 
recent price has been around 94, and which are 
being added to the recommendations on Page IV. 


MacAndrews & Forbes is being added to the 
“Common Stocks for Income” this week. This 
stock is selling at 30, with an indicated $2 regular 
dividend rate, thus affording a yield of better than 
61% per cent. This issue has a long record of com- 
paratively stable earnings, and has paid dividends 
in each year since 1903. 

In the “Business Cycle Stocks,” several changes 
also are being made. McCrory Stores common, 
recently quoted at about 16, is being added as a 
merchandiser of better than average attraction in 
the medium price class. For the twelve months 
ended last June 30, earnings amounted to $1.67 
per share, and sales since that time have main- 
tained an upward trend. No dividend has yet been 
declared this year (last year, paid 75 cents), but 
a payment should be forthcoming in the not dis- 
tant future. Newport Industries, while by no 
means lacking in speculative potentialities, is being 
replaced with Commercial Solvents as having per- 
haps better prospects over the longer term. The 
latter company has been, undergoing extensive 
rearrangements and operating changes, and ap- 
pears to be working into a position where signifi- 
cant earnings improvement can be shown. 


Summary of the Week’s News 


Positive Factors: 

Commodities—Turn sharply upward. 

Dividend Payments—Running at best levels since 
December, 1936. 

Retail Sales—Continue to exceed year-ago com- 
paratives. 

Electric Output—Remains close to record produc- 
tion point. 


Neutral Factors: 


Steel Industry—Scheduled output recedes, but no 
sharp recession indicated for near-term. 

Washington—Supreme Court slated to get Admin- 
istration-Labor Trust Law controversy. 


Negative Factors: 


Utilities—Talk of public ownership of power utili- 
ties revived in Washington. 

Russia—Continues aggression against Finland; 
other Scandinavian nations threatened. 
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Current Recommendations 


BONDS PREFERRED STOCKS 


@ Removed from list this week. {§— Added this week; see 
Page IIT. 


These bonds can be used to form an investment For Income: ; i; 
portfolio backlog. While all are not of the high- These are good grade issues, and suitable for 
est grade, they are reasonably safe as to interest investment purposes for income. 
. Recent Current Call ‘irestone Tire 6% cum........ 81% 
For Income: _ Price Yield Price Interchemical Corp. 6% cum... 106 5.65 110 
Champion Paper deb. 434s, 50 104 4.57% — 105 Walgreen Drug 444% cum.(w.w.) 94 4.78 107% 
Great Northern gen. 5s, ’73.... 89 5.62 Not West Penn Elec.,$7 cum. cl.‘A’ 106 6.60 115 
(Pacific Pwr. & Lt. Ist 5s, vee 94 371 103% 
Pennsylvania R.R. deb.4%s,’70 88 11 
@Utah Power & Lt. Ist 5s, 44 103 485 For Profit: 
Reasonably assured dividends and prospects of ( 
For Profit: appreciation are combined in these issues. 
Allis-Chalmers conv. deb. 4s,’52. 111 3.60% 106 Call 
Interlake Iron conv. deb. 4s, 47. 88 4.55 105%4 Price Yield Price t 
Lion Oil Ref. conv. deb. 4%4s,’52. 98 4.59 10214 Chesapeake & Ohio$4non-cum. 93 4.30% 107% 
Phelps Dodge conv. deb. 3%s,’52 110 3.18 105 Crown Cork & Seal $2.25 cum. 
Phillips Petrol. conv. deb. 3s,’48 111 2.70 102% (W. We) 38 5.92 48% \ 
Youngstown Sheet & Tube Radio Corp. $3.50 Ist cum.conv. 60 5.83 100 P 
conv. deb. 4s, 48............ 108 3.70 101% Union Pacific R.R. $4 non-cum. 86 4.65 Not 
-—  e Youngstown Sheet&T.5%%cum. 87 6.32 105 t 
1 


COMMON STOCKS FOR INCOME 


The primary attraction of these issues is their dividend regularity and the reasonable yields afforded. 
While not devoid of appreciation possibilities, price movements will probably tend to be more restricted 
than those of the “Business Cycle” group. 


Divi- Indi- Annual Divi- Indi- Annual 

Recent dends cated — Earnings — Recent dends cated — Earnings — ' 

STOCKS Price 1939 Yield 1938 1939 STOCKS Price 1939 Yield 1938 1939 ( 

Amer. Home Products... 58 $2.65 4.5% $3.75 c$3.83 Liggett & Myers, B.... 100 $5.00 5.0% $6.09 .... | 
ee 68 3.25 4: rr Louisville G. & E.“A”.. 19 1.50 7.9 1.99 y$2.26 
1146 6.50 5.6 14.69 ¢11.29 {(MacAndrews & Forbes 30 2:00 6.6 1.99 

Carolina, Clinch. & Ohio 85 5.00 58 ff... ff... - Melville Shoe ......... 66 §4.00 §6.0 3.59 b2.44 7 
Corn Products ........ 63 3.00 4.7 3.18 2.29 National Distillers ..... 24 2.00 83 3.85 1.54 
First National Stores... 47 2.50 53  x3.38 a0.87 Pacific Lighting ....... 48 3.00 62 4.18 24.20 
General Foods ......... 46 225 49 2.50 2.28 Sterling Products ...... 76 =63.80 5.0 5.10 4.15 
41 260 63 281 2.32 Union Pacific .......... 9 6.00 6.1 6.62 2.92 


+—Dividend guaranteed by Atlantic Coast Line and Louisville & Nashville. a—Three months. b—Six months. c—Nine months. 
x—Fiscal year ended March 31, 1939. y—12 months ended August 31. z-~-i2 months ended September 30. §Based on increase in quarterly 
dividend rate to $1. §—Added to iist this week. 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods of rising markets, stocks of the business cycle type 
are logically more susceptible to price declines in periods of general market weakness. The issues listed in this 
group cannot be expected to resist the trend when virtually the entire market is declining but their potentialities 
are such as to warrant their retention in moderate amount in well diversified portfolios. Naturally, the price 
changes which have occurred since original purchase recommendations of these stocks vary among the individual 
issues. Consequently it is suggested that new subscribers consult our investors’ inquiry department before making 


initial purchases from this group. 
Divi- Annual Divi- Annual 

STOCKS Price 1939 1938 *1939 STOCKS Price 1939 «1938 
Allis-Chalmers ......... 39 = $1.25 $1.44 c$1.49 Kelsey Hayes “A”...... 11 ... D$3.11 c$1.19 
American Brake Shoe.. 46 1.25 1.03 c1.45 pang Copper...... = $2.00 Rig +b0.93 
Amer. Car & Foundry... 33 ... xD212 xD6.15 ima Locomotive ..... 
Amer. Cyanamid “B”... 31 0.60 0.91 1.25 McCrory Stores ...... 17 1.00 1.48 z1.67 
Anaconda Wire & Cable 42 ... D023 0.48 Montgomery Ward .... 55 125 3.50 1.84 
Bethleh Steel 2 150 D070 1.89 National Gypsum........ 12 0.25 0.49 c0.80 

Nat. Malleable & Steel. 28 1.00 D287 £0.93 

@Newport Industries .. 13 c0.43 
Climax Molybdenum ... 46 1.90 3.12 2.25 Paraffine Companies.... 42 225 £2.80 0.96 
{Commercial Solvents.. 14  ... D011 c0.34 Pennsylvania R. R...... 23 1.00 0.84 c1.02 
Consol. Coppermines... 8 0.30 020 9 025 0.38 b0.12 
Curtiss-Wright “A”.... 28 2.00 3.11 3.92 Square D Company.... 33 — 1.75 1.17 1.64 
El Paso Natural Gas... 41 1.50 3.30 y3.93 Timken Roller Bearing. 49 2.50 0.59 2.03 


+—Before depletion. {t—Fiscal year ended June 30, 1939. a—Thrze months. b—Six months. c—Nine months. D—Deficit. x--Fiscal 
years ended April 30, 1939 and 1938. y—12 months ended September 3. z—12 months to June 30. @Removed from list this week; 
see Page IIT. {§—Added to list this week. 
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TOCKS refused to “follow through” on the recent 
break below the September reaction lows. Instead, 
they staged a spirited reversal that gained force and car- 
ried through to the mid-point last week. The performance 
was in line with the sentiment of most professional trad- 
ers, who feel that the market will not decline lower than 
the range existing just prior to the outbreak of hostilities 
abroad. In the last week of August, the “averages” fluc- 
tuated from 144 down to around 137; Wednesday’s close 
was 148.78. 


EAKER tone of the general list early this month 

was not sufficiently impressive to accord it major 
significance. First of all, it did not go beyond the limits 
of the usual “technical” setback that all bull movements 
experience. Besides, markets this year are showing an 
increasingly unique character and their action can hardly 
be measured by conventional standards. From one point 
of view, the recent price adjustment might be regarded as 
having set the basis for a new advance. Meanwhile, it 
is interesting to note that December is more a month of 
rising, rather than falling, stock quotations. 


PECULATIVE confidence, of course, continues to 

labor under difficulties. One illustration is particu- 
larly pertinent. Business, as measured by the FRB index 
of industrial production, is currently running at 1929 
levels. Yet, there is little of a definite character to indi- 
cate that deficit spending will be substantially reduced. 
At this time, as a matter of fact, it is not clear whether 
there will be a tapering of Government expenditures at 
all. Cuts in one direction may very well be offset by 
increases in others. 


NE of the most encouraging features of last week’s 
markets was the acceleration of recent advances in 
commodities. Both futures and spot prices shared the 


Marketwise and 


—Finfoto 


therwise 


limelight and index numbers for cash quotations climbed 
close to the levels prevailing early last month. Wheat 
was a high spot of the commodity picture. With surveys 
pointing to the smallest crop since 1933, the wheat pit 
witnessed a jump into the best price territory in two years 
—and the biggest burst of buying since the September 
war boom, 


HRYSLER workers returned to their jobs in full 

force last Monday, but not until last Wednesday 
did the stock really get excited about it. Anyhow, as- 
sembly lines are now humming and the industry is cur- 
rently enjoying the highest production week of 1939. 
With 440,000 cars scheduled for completion, December 
output should be the best for that month since 1936. In 
December of that year, record production of around 
519,000 units was achieved. 


RESENTLY, business presents the spectacle of de- 

clining backlogs for some of the consumer goods 
companies while unfilled orders of many capital goods 
units are continuing to expand. It’s been a long time 
since the heavy industries have enjoyed a sustained rise 
of this kind and it would tax the memory of many in the 
Street to recall a parallel. The opposite situation has 
ruled in previous recoveries. Time will tell just which is 
the more desirable combination. 


HE regular monthly SEC report of “insider” trans- 

actions shows a predominance of sales over pur- 
chases in October. Amount of stock changing hands was 
less than in September, but the ratio of sales to purchases 
was about the same—around 4%-to-1. The “insiders” 
have been wrong on more than one occasion and it is well 
to remember that “There is no bear like a sold out bull.” 
—Written, December 6. 


Shares -Price—~ Net 
Stock: Traded Open Last Change 
Curtiss-Wright ............. 96,700 10 
82,300 67% 66% —1¥% 
70,700 17% 185% + % 
New York Central .......... 51,400 18% 18% —% 
General Motors ............ 47,900 53% 5234 — kh 
42,700 22% 22% —%*% 
Chrysler Corporation ....... 42,300 84% +% 
North Am. Aviation......... 38,100 243% 23% — % 
Commonwealth & Southern.. 37,400 1% wee 

United Air Lines........... 36,900 1334 -14% +1 


Shares -Price— 

Stock: Traded Open Last Change 
Columbia Gas & Electric..... 36,900 6% 6% 
Genmeral Ebactric 32,800 39% 383% 
Bethlehem Steel ............ 32,200 81% 79% 
Socony-Vacuum ............ 31,900 12% 12 
Anaconda Copper .......... 28,700 31% 
Pennsylvania Railroad ...... 27,800 22% 21% 
Standard Brands ........... ,400 5% 5% 
Greyhound Corporation .:... 27,200 183% 1854 
Commonwealth Edison ...... 27,200 HR 31 
Continental Motors ......... 26,200 3% 
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American Power & Light Company 


Checker Cab Manufacturing Corp. 


Data revised to December 6, 1939 ; 


J Earnings and Price Range (AP) 


Incorporated: 1909, Maine. Office: 2 Rector 
Street, New York City. Annual meeting: 60 
First Tuesday in October. Number of stock- 45 — 
apitalization: nded debt 
gu company) $47,502,500 0 Oo $9 
ubsidiary funded debt......... ,085, 1 
Subsidiary preferred stocks 111,623,500 
*Preferred $6 cum. (no par). 793,581 shs DEFICIT PER SHARE $1 
+Preferred $5 cum. (no par).. 978,444 shs $2 


Common stock (no par)...... "73,008,513 shs 1932 33 34 35 36 37 ‘38 1939 


*Callable at 115. fCallable at 110. 

Business: One of the principal holding organizations of the 
Electric Bond & Share system. Controls properties operating 
in 14 states and serving a population of about 3.7 million. 
Electricity accounts for 85% of total revenues; gas 8%. 

Management: Long experienced; progressive. 

Financial Position: Satisfactory. Consolidated net working 
capital as of December 31, 1938, $18.3 million; cash, $15.7 mil- 
lion. Working capital ratio: 1.5-to-1. Book value (common), 
$10.45. 

Dividend Record: Common dividends at varying rates from 
1913 through 1932. None since. Preferred dividends paid at 
varying rates, 1933 to date. As, of January 2, 1940, arrears 
totaled $19.58 and $16.31 on the $6 and $5 preferred respectively. 

Outlook: Physical integration of widely separated proper- 
ties, and proximity of some units to Federal power dams, pre- 
sent special problems. 

Comment: Preferreds can be regarded as a “business risk.” 
Common has large leverage; is essentially speculative. 


AND RANGE OF COMMON: 
ded: 


Qu. en Mar. June 3 Sept. 30 31 Year's Total Price Range 
D$0.60 D$0.50 $1.9 19%— 4 
|, Stee D 0.35 D 0.66 D 0.62 D 0.26 D 1.8 12%— 3 
__, ASR D 0.03 D 0.33 D 0.28 D 0.07 D 0.71 9%— 1% 
See 9.30 D 0.07 0.01 0.0 0.25 14%— 7% 
0.31 0.21 0.0 0.0 164%— 3 
_ ares 0.30 D 0.16 D 0.14 D 0.08 D 0.08 T%— 38% 
0.24 D 0.14 0.06 77 —3% 


*Earnings represent the consolidated equity in profits of subsidiaries; in no year 
since 1931 has the ircome received by the parent company been sufficient to cover 
full preferred dividend requirements. +To December 6, 1939. 


Atlantic Gulf and West Indies S.S. Lines 


é Earnings and Price A 

Data revised to December 6, 1939 50 ng Range (AGW) 
Incorporated: 1908, Maine, as successor of 40 
Consclidated Steamship Lines. Office, Pier 13, 30 PRICE RANGE | 
East River, New York City. Annual meeting: 20 
Fourth Tuesday in April. Number of stock- 10 
holders: preferred and common, 1,205. 0 Oo 
Capitalization: Funded debt...... *$9,768,028 
+Preferred stock 5% non-cum. 0 

se 99,700 shs $6 
Common stock (no par).......... 150,000 shs DEFICIT PER SHARE i 


*Excluding $5.1 million U. 1932 33 34 35 35 37 ‘38 1939 


+Redeemable at par. 


Business: Through subsidiaries, operates coastwise freight 
and passenger steamship services between New York and 
Boston, and Mexico, Cuba and the West Indies. Sugar, fruits, 
vegetables and cotton are important cargoes. Cruise business 
is a significant revenue item. Owns 16 passenger-cargo vessels 
aggregating 99,960 tons, 25 freighters totaling 112,200 tons, and 
79 lighters and tugs. 

Management: Long identified with the company. 

Financial Position: Satisfactory. Working capital as of De- 
cember 31, 1938, $3.3 million; cash, $3.2 million. Working 
capital ratio: 3.3-to-1. Book value of common, $34.95 a share. 

Dividend Record: Highly irregular. After omission for six 
years, preferred received payments at rates varying from $3 
to $5 during 1928-1931. Nothing then until $3 paid in 1936; 
none since. Present common paid $3 in 1930; none thereafter. 

Outlook: Modernization program has improved competitive 
position and increased operating efficiency. However, return 
to significant earning power is dependent upon a substantial 
revival in trade between the U. S. and countries served. 

Comment: Preferred and common shares occupy an unim- 
pressive statistical position; both are of speculative character. 

EARNINGS RECORD AND PRICE RANGE OF COMMON: 


. Gov’t. loans. 


Qu. ended: Mar. 31 June 30 Sept. 31 Year's Total Price Range 
$0.10 D$5.35 D$15.27 12%— 4% 
1.32 0.9 D 2.32 D 4.6 D 4.73 26 — 4% 
D 0.02 D 3.49 D 3.73 D 4.44 D11.68 16 —5 
See D 3.70 D 4.04 D 0.66 D 1.19 D 9.59 17%— 3 
, eae 1.70 D 0.60 1.66 D 6.82 D 4.06 31%—11 
Se 1.9: D 1.96 D 0.56 D 4.85 D 5.44 29 —5 
rs D 1.61 D 3.81 D 1.08 D 2.71 D 9.21 8Y%— 4% 
D039 D 0.09 *26%— 5% 


"To December 6, 1939. 


Earnings and Price Range (CHC) 


Data revised to December 6, 1939 60 i 
45 

Incorporated: 1923, New Jersey. Office: 30 oo 
Kalamazoo, Michigan. Annual meeting: 15 oO 
Third Wednesday in July at 15 Exchange 0 $8 
Place, Jersey City, New Jersey. CARNES PER SHARE $4 

0 
Capitalization: Funded debt........... Non >. 
Capital stock ($5 par)........... 108,361 one $8 


1932 '33 ‘34 35 35 37 ‘38 1939 


Business: Manufactures and sells taxicabs. Checker con- 
trols the Parmelee Transportation Co., which through its sub- 
sidiaries is the largest operator of taxicabs in the industry, 
operations being carried on in the principal cities of the U. S, 

Management: Headed by Morris Markin, sole owner of a 
company which holds the controlling interest. 

Financial Position: Fair. Net working capital as of Decem- 
ber 31, 1938, $1.1 million; cash, $917,352. Working capital 
ratio: 13.9-to-1. Book value of common, $30.57 per share. 

Dividend Record: Only payments have been $4.20 in 1930 
and 45 cents in 1931. 

Outlook: Although a sustained upward trend in general busi- 
ness activity would benefit »sperations, the concentration of 
activity in a single field characterized by keen competitive 
conditions and a high degree of saturation suggests that future 
earnings are likely to continue erratic. 

Comment: The unsatisfactory past record and absence of 
any factors pointing to a sustained improvement in operations 
over the longer term dictate a speculative rating for the shares. 


EARNINGS RECORD AND PRICE RANGE OF CAPITAL STOCK: 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Year’s _— Price Range 
Sees D$1.47 D$1.85 D$1.74 D$2.52 D$7. 30%—16% 
1 D0.6 D1.3 D0.01 D 7% 
D0.34 D1.71 D2.03 0.80 D3.28 164%— 4% 
D0. 86 D1.02 0.7 1.15 21 —4 
3.52 0.57 0.83 *6.00 69%—22% 
D1.02 D0.83 D0.69 D0.30 D2.84 —5 
DO0.70 D0.61 D0.54 D0.87 D2.72 12%4— 7 
D0.75 D0.76 D0.63 6% 


*After surtax of 76 cents. {To December 6, 1939. 


Coty, Incorporated 


. Earnings and Price Range (COT) 


Data revised to December 6, 1939 20 ne 
15 
Incorporated : 1939, Delaware; represents the 10 nce 
division of the former Coty, Inc., 5 
vaich was incorporated in 1922. (Del). 0 


Office: 423 West 55th Street, New York 
City. Annual meeting: First Monday in 


EARNED PER SHARE 


April. Number of stockholders: about 7,000. a om EA 

DEFICIT PER SHARE >! 
Capitalization: Funded debt........... Non 1932 33 34 35 35 37 38 1939 
Capital stock ($1 par)....... 1,537,435 the 


Business: Company manufactures and distributes the Coty 


line of perfumes, toilet waters, cosmetics, face and talcum 
powders, soaps, etc., in the U. S. and its possessions. Early 
in 1939, the foreign assets were transferred to Coty Inter- 
national. The American company has exclusive U. S. rights 
to use of the Coty formulas and trade marks. 

Management: Striving for more efficient operations. 

Financial Position: Good. Net working capital as of Decem- 
ber 31, 1938, $3.9 million; cash, $1.2 million; marketable securi- 
ties, $626,772. Working capital ratio: 8.3-to-1. Book value of 
stock, $2.63 per share. 

Dividend Record: Payments made at varying rates each year 
1925 through 1930. Resumed in 1937, omitted in 1938. Initial 
dividend on new stock October, 1939. 

Outlook: The luxury nature of the company’s products makes 
earnings sensitive to changes in consumer purchasing power. 
Segregation of foreign operations should stabilize earnings. 

Comment: The new stock (listed July 6, 1939) represents the 
American division of the former Coty, Ine. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


Half-year period ended: June 30 Dec. 31 Year's Total Dividends Price Range 
errr 0.20 $0.14 0.3: one 7%— 1% 
| Nil 0.1 None 2 
0.24 D0.18 0.06 None 9%— 3% 
Nil D0.15 DO.15 None 4% 
D0.005 0.15% *0.14 None 7%— 4 
0.10 0.26 *0.34 $0.10 10%— 3 
0.09 0.32 0.41 None 5%— 


* After undistributed profits tax of 1 cent a share in 1936, 2 cents a share in 1937. 
tTo December 6, 1929, includes 30 cents on stock of old company. tTo December 6, 
1939, on new stock. 


(For additional Factographs, please turn to page 30) 
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The FINANCIAL WORLD 


Pooling 
Foreign 
Holdings 


F we should contrast the current 

liquidation of foreign securities 
with what occurred in 1914 when the 
World War broke out, there would 
be found nothing to excite our con- 
cern. Considering its thinness, the 
market has taken this selling in its 
stride. Also, the amount of our se- 
curities now held abroad is about one- 
third of what it was 25 years ago, 
and the greater bulk is owned by 
those who would prefer to hold on 
rather than sell. That is because our 
securities are held to be safer. This 
is the background, unrelated to neces- 
sitious selling or to whatever plans 
Great Britain or France may have 
in mind for later on when they think 
it is to their advantage to use Ameri- 
can securities cwned by their own citi- 
zens as collateral with which to pur- 
chase war materials. If this be their 
objective, it is not likely that they will 
force their impounded holdings on 
the market but will await the prices 
that their leading bankers think they 
are worth. 


What Next? 


Unlike the individual, these nations 
are not forced to sell. Talk now 
heard of their pooling these holdings 
and using them as collateral for bonds, 
the proceeds of which would be ap- 
plicable to munition purchases, may 
be premature, but it may reasonably 
be expected that later and at an op- 
portune time such a procedure will be 
adopted. When that time comes, 
ways and means will be discovered 
to raise the necessary cash without 
involving any sacrifice in values. 
Banks themselves, avidly seeking 
good loans, could not find a more 
ideal use of their gorging surplus 
funds than in such collateral because 
of its liquidity. 

In conservative circles it is gener- 
ally felt that, although it has undoubt- 
edly been a factor, too much import- 
ance is attached to foreign selling. 
But it is the habit in dull markets to 
seek some explanation for the inertia 
and for this purpose foreign selling 
fits in as well as anything else. 


STUDEBAKER SCORES 
TWO NEW ALL-TIME SALES 
TRIUMPHS DURING 1939 


Rolls up biggest October 


and biggest November unit volume in 


company’s 87-year history 


ANY business men believe that 

the remarkable success which 
Studebaker has achieved during 
1939 is due entirely to the intro- 
duction last April of the new low- 
priced Studebaker Champion. 

Yet the fact is that every Stude- 
baker model has had an excep- 
tionally good year. 

Studebaker’s Commander and 
President passenger cars, as well 
as Studebaker’s commercial cars 
and trucks, have contributed sub- 
stantially to Studebaker’s envi- 
able record in 1939. 


An increase of 111% 
against an industry gain 


of 49% 


One important reason for Stude- 
baker progress is the remarkable 
operating economy that distin- 
guishes every Studebaker model. 


In the Studebaker Champion, 
delivering as low as $660 at the 


factory, tests show you get 10% 
to 25% better gas saving than in 
any other lowest price car. 

The Studebaker Commander 
won the Gilmore-Yosemite Gas 
Economy Sweepstakes of 1939— 
and the Studebaker President took 
first in its class for gas-saving. 

This economy is supplemented 
by the money-saving assured by 
Studebaker craftsmanship. The 
largest group of long-time, skilled 
workmen employed in any auto- 
mobile factory build every Stude- 
baker model to run smoothly at’ 
low upkeep cost for years. 

When you're finally ready to 
resell a Studebaker, its sound con- 
dition assures you an attractive 
trade-in price. 

See your local Studebaker dealer 
and get a clear, first-hand picture 
of Studebaker value before you 
put your money into any new 
passenger car, commercial car or 
truck. Easy C.1.T. payment terms. 


STUDEBAKER...THE GREAT INDEPENDENT 
World’s Oldest Vehicle Manufacturer 
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The FINANCIAL WORLD 


Vol. 72. No. 24 


Bond Digest 


| 


FTER a cautious start, the spec- 

ulative divisions of the bond 
market gained momentum and some 
good advances were recorded as the 
week progressed. Nevertheless, there 
were more than the usual number of 
exceptions to the general trend. Spec- 
tacular movements continued in the 
foreign list, particularly in the bonds 
of Finland and the Scandinavian 
countries. High grade domestic 
bonds marked time, Governments be- 
ing influenced by the early prospect 
of a refunding operation. 


Rock Island Bonds 


Publication of the ICC examiner’s 
tentative plan for the Chicago, Rock 
Island & Pacific has served only to 
intensify the controversy over the re- 
organization possibilities for this 
road. In this case the dispute lies 
not only between the bondholders, on 
one side, and the stockholders (who 
would be eliminated under the plan 
advanced by the Commission official ) 
on the other, but is complicated by 
sharp disagreements among the vari- 
ous classes of bondholders. The pro- 
tective committee for the general 
mortgage bonds has stated that “no 
progress can be made toward an 
equitable reorganization of the Rock 
Island System until all of the elab- 
orate calculations which were offered 
in evidence by the first and refunding 
committee to support its allocations of 
new securities, and which were large- 
ly used by the examiner, are dis- 
carded and the whole problem is 
treated in an entirely different way.” 

Representatives of the St. Paul & 
Kansas City Short Line bonds dis- 
agree with both the general and the 
refunding mortgage bondholders. 
Furthermore, there are complications 
with respect to the Rock Island, 
Louisiana & Arkansas bonds. Alto- 
gether, the recent description of the 
situation as an “impasse” scarcely ap- 
pears exaggerated. Possibly the sug- 
gestion that representatives of the 
various security holder interests get 
together in an informal “round-table 
discussion” with the ICC might re- 
sult in some progress if adopted. The 
market outlook for Rock Island bonds 


is not very encouraging, but there is 
little incentive to sell at current ex- 
tremely low prices. 


Tax Sales 


The U. S. Circuit Court of Appeals 
recently ruled that municipal bonds 
of different maturity dates are “sub- 
stantially identical” for tax purposes, 
upholding the Board of Tax Appeals. 
Although the ruling applies specifi- 
cally to municipals, it now appears 
doubtful that the purchase and sale, 
within a 30-day period, of corporate 
bonds which differ only with respect 
to maturity will establish a valid tax 
deduction. 


McKesson & Robbins 52s 


Over-the-counter trading in Mc- 
Kesson & Robbins debenture 5%s has 
been active recently and the bonds 
have advanced to levels above 85. 
Evidences of progress toward the 
formulation of a reorganization plan 
and reports of good earning power 
under the trusteeship account for the 
market interest and the maintenance 
of price quotations in a range which 
is comparatively high for a defaulted 
obligation. The McKesson case will 
provide the first major test of the 
procedure established for corporate 
reorganizations in Chapter X of the 
Chandler Act. Under this procedure, 
the trustee has issued a report on the 
condition of the company and will re- 
ceive suggestions relating to reorgan- 
ization plans up to January 15. The 
report was decidedly encouraging to 
the company’s security holders. Be- 


TREND OF THE BOND AVERAGES 


| 


1932 ‘33 '34 '35 '36 '37 1938 JAN. July Aug.Sep. Oct.Nov. Dec, 
‘une 1939 


cause of a strong cash position and 
good operating earnings, it should 
be possible to consummate a reorgan- 
ization next year without great dif- 
ficulty. Although the wholesale drug 
business, with a net income of over 
$2 million for the first 9 months of 
1939, produces the major part of the 
profits, the drug manufacturing and 
liquor divisions have also returned 
substantial net earnings. The adverse 
effects upon sales of the publicity 
given to the Coster frauds proved to 
be only temporary. The favorable 
trend of the business in recent months 
lends support to the expectation that 
the debenture holders will come 
through the reorganization with little 
or no net loss in their position. 


Equipment Financing 


The large car building program 
which has been undertaken by the 
railroads has substantially increased 
the volume of equipment trust financ- 
ing. Strong railroads are selling 
equipment certificates on terms which 
represent a new low in interest costs, 
and even the roads in bankruptcy 
trusteeship are obtaining financing on 
a very advantageous basis. A $1.8 
million issue of Chicago & North 
Western 2%s was recently offered at 
yields ranging from 0.45 per cent to 
2.35 per cent, depending upon matur- 
ity. Although this issue was pur- 
chased by the bankers at a premium 
of more than 2 points, the Chicago, 
Milwaukee, St. Paul & Pacific is pro- 
ceeding with plans to sell equipment 
2's to the RFC at par. In this case, 
a contract for the financing was ar- 
ranged several weeks ago before the 
market recovered from the war shock. 
The market appears to be overbidding 
the RFC’s terms, but a number of 
carriers are arranging deals with the 
government agency to cover their 
purchases of rolling stock. This is 
being done in several cases to con- 
serve cash resources for other pur- 
poses, since the RFC will finance a 
high percentage or all of the cost of 
the equipment. 


Reinvestment Problems 


The resumption of corporate bond 
financing which began with the Pub- 
lic Service of Colorado issue (and of 
which Public Service of Indiana 1st 
4s and serial debenture 37%s of 1940- 
49 are the latest examples) means 
the reappearance of reinvestment 
problems for holders of several wide- 
ly distributed bond issues. The new 
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BLAIR & CO., INC. 


December 7, 1939 


To be dated September 1, 1939 


LAZARD FRERES & CO. 
CENTRAL REPUBLIC COMPANY 


LEE HIGGINSON CORPORATION 


This is an announcement and is not to be construed as an offer to sell or as a solicitation of an offer to buy the securities herein mentioned. 


The offering is made only by the Prospectus. 


Public Service Company 


$3 8,000,000 


First Mortgage Bonds, Series A, 4% 


Price 102% and accrued interest 


$10,000,000 


Serial Debentures, 374% 


To be dated September 1, 1939 


APPROXIMATE 


The Prospectus may be obtained in any state in which this announcement 1s circulated from only such of the undersigned 
as are registered dealers and are offering these securities in compliance with the securities law im such state. 


HALSEY, STUART & CO. Inc. 
GLORE, FORGAN & CO. 
HARRIS, HALL & COMPANY 


(INCORPORATED) 


EASTMAN, DILLON & CO. 


To be due September 1, 1969 


To be due serially as stated below: 


HALLGARTEN & CO. 
E. H. ROLLINS & SONS 


INCORPORATED 


| 
APPROXIMATE 


AMOUNT MATURITY PRICE-@ * YIELD-& AMOUNT MATURITY PRICE-% * YIELD- % 
$600,000 9-1-1940 102.40 65 $550,000 9-1-1945 101.16 3.65 
300,000 3-1-1941 103.56 1.00 550,000 3-1-1946 100.14 3.85 
300,000 9-1-1941 104.35 1.35 550,000 9-1-1946 99.85 3.90 
550,000 3-1-1942 104.78 1.70 550,000 3-1-1947 99.53 3.95 
550,000 9-1-1942 104.85 2.05 550,000 9-1-1947 99.17 4.00 
550,000 3-1-1943 104.74 2.35 550,000 3-1-1948 98.78 4.05 
550,000 9-1-1943 104.34 2.65 550,000 9-1-1948 98.36 4.10 
550,000 3-1-1944 103.87 2.90 550,000 3-1-1949 97.91 4.15 | 
550,000 9-1-1944 103.17 3.15 550,000 9-1-1949 97.42 4.20 
550,000 3-1-1945 102.27 3.40 * Plus accrued interest 


A. G. BECKER & CO. 


INCORPORATED 


A. C. ALLYN AND COMPANY 


INCORPORATED 


offerings are mainly for refunding 
purposes. Calls have been issued for 
Denver Gas & Electric and other is- 
sues in the Colorado Public Service 
group, and redemption notices are ex- 
pected shortly for West Virginia Pulp 
X Paper first 44s, Consumers Power 
334s, and bonds of Public Service of 
Indiana and Northern Indiana Pub- 
lic Service. From a strictly conserv- 
ative viewpoint, reinvestment of the 
proceeds of redemptions in relatively 
short term bonds of high investment 
grade is indicated, since the long term 
outlook for low coupon bonds of long 
maturities remains doubtful. How- 
ever, an exception might be made 
With respect to some of the new issues 


offering yields substantially above the 
average of a few months ago. In the 
medium grade division, Southern 
Kraft 4s and the Great Northern 
general mortgage bonds are also suit- 
able for consideration by those who 
are not restricted to obligations of the 
highest rating. 


Tax Hints for Investors 
Concluded from page 6 


entire resulting profit would be tax- 
able instead of only half as would be 
the case if the issues were held con- 
tinuously. 

But where a large per share profit 
has already been registered and can 


be accepted tax-free due to offsetting 
long-term losses or an excess of ex- 
emptions over ordinary income, liqui- 
dation would appear advisable. In 
such a case, the tax on 100 per cent 
of the gain achieved from now on 
might well be less than that on 50 
per cent of the larger gain realized 
from the date of original purchase 
until ultimate sale. Furthermore, a 
tax sale now would not only raise the 


‘ cost basis on the repurchase, but 


would provide a hedge against an un- 
favorable change in the tax laws next 
year. Finally, should the issue de- 
cline in price rather than advance 
from current levels, a deductible loss 
would be available in 1940. 
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New-Business Brevities 


Aircraftsmanship 


Douglas Aircraft will soon intro- 
duce a system for maintaining the 
oxygen content of airplane cabins, re- 
gardless of altitude—as a plane as- 
cends, a tank would begin to release 
oxygen at 10,000 feet, the amount 
automatically increasing as higher 
altitudes are reached. ... Hayes Body 
stockholders vote this week on the 
company’s entry into the aviation 
field—it is to be hoped that this ven- 
ture will carry further than did its 
house auto-trailer. . . . Coming is a 
transoceanic air transport which sheds 
its swings to become a boat, in the 
event of a forced landing—Burnelli 
Aircraft, Ltd., has the designs for a 
flying motor boat that is equipped 
with a marine engine and screw pro- 
peller. .. . A new “slide rule” has 
been developed by the U. S. Navy 
which tells the miles per gallon of fuel 
being used when the revolutions per 
minute of the propeller are known— 
another instance where the slide of a 
rule has replaced the rule of the 
thumb. 


Containerwtse 


Changes have come so rapidly in 
the “glass-to-tin-to-paper” containers 
that no surprise is voiced when an- 


.other change is announced—now it 


is rumored that Owens-Illinois Glass, 
a leader in bottles and jars, will soon 
enter the paper container field... . 
American Can, giant of tin cans and 


By A. Weston Smith, Jr. 


HE smiles from ear to 

ear in the corn belt, as a 
result of the new corn loan | 
system, have raised some 
protests in the cities. But 
§ this will bring no “Corn- 3 
Utopia” —it is simply another 
cornucopia that will be 
shared by all. 


paper milk bottles, is also seeking 
new fields containerwise—it re- 
puted to have perfected a cardboard 
cylinder that successfully survives 
the heat of a canning retort. ... Rub- 
ber will next play its part in canning 
—the ‘“Naturalpak”’ paper container 
of Bensel Brice Corporation is fea- 
tured with a “Pliofilm” lining, a 
product of Goodyear Tire. . . . The 
candy industry is replacing waxed 
paper and cellophane with polymer- 
ized rubber for packaging—Confec- 
tions, Inc., is using it for popcorn; 
Curtis Candy for bulk bon-bons ; and 
Tas-T-Nut Company for shelled 
nuts... . Strangest of all is gravy in 
paper bags—Serv-Agen Corporation 
is introducing “Instant Gravy” in 
powdered form in envelopes to sell at 
a nickel. 


who can’t 00 things as they are. 


Amusing jacket in four colors; every page carries unique black and 
white drawings. Start recovery today. “H 
Mosley; Drawings by Myrtle Sheldon. 
SEND CHECK OR MONEY ORDER: 
Postpaid OQUAGA PRESS, INC., 570 Lexington Avenue, New York 


Investors meet— 


HARRY the HORSE! 


' if A TOTALLY uninhibited equine, born a sophistocrat, made his 
>. I] debut last month at Madison Square Garden Horse Show and 
has been influencing horses and other folks ever since. 

Harry was born two years before Hitler. He doesn’t give a 
neigh about the Dow-Jones averages. 

His story is brief but packed with excitement and laughs. 
His adventures with the Paris cabby AND the well-dressed Amer- 
ican indicate a Bull Market of happiness 
GIVE HARRY FOR CHRISTMAS in place of a card—he’s only a dollar. 

Give Harry to friends in the hospital, to investors with hangovers, and speculators 


ARRY THE HORSE” by Joan 


A musings 


It may soon be possible to go to 
any theatre via the phonograph— 
RCA-Victor is starting with a record- 
ing of “Abe Lincoln in Illinois” on 
three records in an album to sell for 
$3.50... . The formation of an indoor 
professional softball league may 
prove a boon to Madison Square 
Garden—a “major league” of eight 
teams will play a circuit of the same 
number of cities. . . . Eddie Cantor, 
whose home life is dominated by one 
wife and five daughters, seems to spe- 
cialize in the feminine influence—his 
first starring vehicle for Loew’s 
Metro-Goldwyn will have the film 
title, “Forty Little Mothers.” .. , 
Phonograph records have been used 
in selling but next is the “Zingone 
Album,” a set of three records which 
deliver a diverting patter while an 
amateur magician does a series of card 
tricks—the voice on the records is 
that of Louis Zingone, who has been 
featured in Warner Bros. film shorts 
on card tricks... . It has been found 
necessary to simplify the title of “The 
Simple Life,” a new film of Twen- 
tieth Century-Fox—it will be called 
simply “The Honeymoon Is Over.” 


Christenings 


A new automatic door which is 
hydraulically operated and _ electric- 
eye controlled will be introduced by 
Yale & Towne under the name 
“Phantom Doorman.” . General 
Electric has adopted ‘“Air-Flo” as the 
tradename for its new _ tank-type 
vacuum cleaner. . . . “Vitachrome” 
describes an entirely new kind of 
photo paper which enables direct 
color photography by contact print- 
ing in a single operation, a product of 
Vitachrome Film Corporation. . . 
Peanuts will have to look to their 
laurels with the advent of “B-Nuts,” 
a new non-fattening tid-bit made from 
soya beans by Raymond Products. 

. Studebaker corporation is intro- 
ducing a new type tire chain, which 
can be affixed on the car wheel with- 
out a jack, under the name “Kwik- 
On.” . . . Jantzen Knitting Mills of 


bathing suitfame branches intothe sun 


i 
\ 
Whitt 
Rit? 
| 
Ux 
- 
24 


December 13, 1939 


The FINANCIAL WORLD 


2s 


clothes field with a new slacks com- 
bination to be known as the “Jantee- 
Pantee.” . Silk umbrellas, rubber- 
ized on the inside, are being featured 
by Charles Young, Inc., under the 
cognomen “Rubberella.” . Latest 
in hangers for skirts and sleeveless 
garments has been dubbed the 
“Hangomatic” by a company of the 
same name... . “Korolac’” will be the 
registered tradename of a new “‘Koro- 
seal” paint which is extremely re- 
sistant to all conditions and may be 
applied by either brushing or spray- 
ing, another achievement from the 
laboratories of the B. F. Goodrich 
Company which originated this syn- 
thetic elastic. . . . “Crosswide” will be 
the tradename for the new reversible 
glove that may be worn on either 
hand because the back is the same as 
the front... . Newest name of milady’s 
hair rinse will be “Glo-Rnz,” a 
product of Glo-Rnz Distributing 
Company... . Poster Canning resorts 
to mongrel language in designing its 
new concentrated soup for dogs as 
“Zoup.” 


Odds & Ends 


The boat division of Gar Wood 
Industries will exhibit the largest 
array of boats ever displayed at any 
previous exposition during the thirty- 
fifth Annual National Motor Boat 
Show in New York’s Grand Central 
Palace (Jan. 5-13, 1940)—eleven 
models of runabouts, open and cabin 
utility boats will be shown and all 
will be powered with Chrysler marine 
engines. ... The new rubber tie-plates 
that will be used along six miles of 
subway track in New York are a 
product of Firestone Rubber—they 
are expected to reduce noise and 
vibration and help to lengthen the life 
of both cars and track. . . . American 
Car & Foundry has collaborated with 
Liquid Carbonic on the development 
of a new type refrigerator car em- 
ploying “Dry Ice’ as the agent—it is 
styled primarily for the rapid trans- 
portation of quick-frozen packaged 
food products. . . . The midget auto- 
mobiles of Crosley Corporation will 
soon have a baby sister line—the com- 
pany will shortly announce several 
models of tiny commercial cars... . 
Biggest yet in box-top offers is that 
of General Mills of the 320-page 
“Mystery House” by Kathleen Nor- 
ris for 25 cents and a “Wheaties” 
label—in advertising circles it is be- 
ing called the “most novel” premium 
that the year has produced. 


Receivership Stocks 


(Concluded from page 4) 


arrangement of the parties by which 
the subordinate rights and interests 
of stockholders are attempted to be 


secured at the expense of the prior . 


rights of either class of creditors 
comes within judicial denunciation.” 
The Court concluded that the Boyd 
doctrine “is firmly imbedded in Sec- 
tion 77B.” This ruling will be equally 
applicable to Section 77, the counter- 
part of Section 77B covering rail re- 
organizations, and to reorganizations 
under the Chandler Act. 

This clear cut ruling, which has 
been described as “probably the most 
important decision in the realm of 
corporate law in a decade,” effec- 
tively disposes of the composition 
theory. It undoubtedly restricts or 
eliminates the possibilities of recovery 
by stockholders in reorganization 
cases (notably among the bankrupt 
rails) where the courts hold that they 
have little or no equity in the proper- 
ties. Nevertheless, it leaves stock- 
holders in the weaker situations one 
ray of hope. One ground for criticism 
of the more drastic reorganization 
plans proposed by ICC officials is that 
they go to the extreme of depriving 
stockholders of the opportunity of re- 
establishing an equity by the pay- 
ment of an “assessment.” The Su- 
preme Court’s decision leaves the 
way open for a return to the common 
practice, under equity receivership 


reorganizations, of offering  stock- 
holders the right to acquire stock in 
the new company by making a cash 
subscription. Although participation 
in a successor company conditioned 
upon the payment of an assessment 
probably would not do much to stim- 
ulate the market for stocks of con- 
cerns in bankruptcy trusteeship, it 
might save some of them from losing 
all vestiges of market value. 

A return to the equity receivership 
practice of assessments may prove to 
be the ultimate outcome excepting, of 
course, glaring instances of over- 
capitalization and drastic (and pre- 
sumably permanent) loss of earning 
power. A hint in this direction is 
supplied by the recently issued re- 
port of the trustee of McKesson 
& Robbins discussing reorganization 
possibilities. Among the  alterna- 
tive methods of reorganization out- 
lined in this report is the following: 
“Offer rights to stockholders of the 
company to buy stock in the reor- 
ganized company on attractive terms 
in an amount sufficient, with avail- 
able cash, to pay all priority, mer- 
chandise and bank claims in full, and 
give holders of debentures and sun- 
dry creditors new debentures or 
other securities.” The progress of 
the McKesson & Robbins reorganiza- 
tion case will be watched closely, 
as it is likely to establish important 
precedents in reorganizations of in- 
dustrial companies under Chapter X 
of the Chandler Act, which super- 
seded Section 77B (with respect to 


new reorganization petitions) in Sep- 
tember. 1938. 


The only main line thru 
service from Chicago to 
Palm Springs is the com- 
fortable Golden State 
Route. 


Rock Island’s fine daily 
trains—de luxe GOLDEN 
STATE LIMITED and econ- 
omy - luxury CALIFORNIAN 
offer excellent sleeping 
and dining facilities for 
thorough travel comfort. 
No Extra Fare. 


@ The sun gleams from bronzed 
shoulders, shimmering on the fair- 
ways and tennis courts; horseback 
riding is delightful. Desert and 
mountains nearby. A variety of ac- 
commodations suit every taste. 


PALM SPRINGS 


CALIFORNIA 


le 


The Direct R 0 ck 
Low-Altitude 
island 


M.L. MOWRY, General Agent 
Rock Island Lines, Room 2122, 500 Fifth 
New York, N. Y., Phone LO ngacre 5-7071 fone 5-7072 


Please send literature and travel information D Palm 
Springs 0 All-Expense California Tours. 
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A $15 to $20 Medium Priced Stock Guide “| 


Continued from page 9 


M Recent 
STOCK: 1938 COMMENT ON STATUS AND PROSPECTS 


Cudahy Packing iD$7. 215%4—12 1914— 9 Improving consumer purchasing power and a satis- 
factory price structure point to better profits. 
Deisel-Wemmer-Gilbert . 17 —9 18 —11% Expansion of sales territory and new advertising 
= have helped earnings. Stock’s appeal is 
r speculative income. 
Distillers-Seagrams 3.75 J 231%4—11 2014-13 Less chaotic price conditions, better employment 
totals, should help to maintain earnings. 
Increasing product diversification and a strong trade 
Doehler Die Casting 251%4—12 224%4—10 position in the die-cast field indicate more satis. 
. factory earnings. 


.18 . 14 —6% 16%—6 Earnings record extremely irregular, but expansion 
of air conditioning lines offers opportunity. 
Edison Bros: Stores 174—10%  19%—15 Benefits derived from operating economies in com- 
bination with larger sales should help profits. 
Electric Boat 15%4— 6 18%4— 8% Sharply expanded military business and prospects of 
larger commercia] orders should improve the 
speculative status of the shares. 
18%4—11 unintegrated holding company “minority’’ specu- 
ation. 
23%4—14% Substantial foreign business is principal uncertainty 
in an otherwise favorable outlook. 


Firestone Tire & R. jl. . i J 26%—-16% 25%—17% With 70% of revenues coming from tire sales, profits 
depend upon volume in that division. 

Foster Wheeler i i , 2954—11 2934—14 This manufacturer of heavy equipment for oil, marine 
and utility industries seems able to operate profit- 
ably only in “boom’’ times. 


28 —20% 25%--16% Large promotion expenditures for ‘‘White Owl’ have 
reduced current profits, but should ultimately help 
earnings, 

Gen. Rwy. Signal . 2 —12% More favorable trends in railroad operations and 
indicate probable “‘black ink’? results for 
93 


Gen. Telephone J 16%— 8% 2Y%—13% Largest independent ’phone system. Further earns. 
improvement probable. 


Gen. Time Instr. 3 . f 20%4—14 18 —10% Elimination of foreign competition has aided sales. 
Prospects reasonably good. 

Glidden Co. jDO. 281%4—13 2414—14 Diversified business. But fluctuating inventory val- 
ues importantly affect earnings results. 

Goodrich (B. F.)......... t i J ‘ 267%—10 2434—13% Longer term outlook aided by growing industrial 
rubber use, but tire division continues most im- 
portant. 

Granite City Stee! 86 y i 22%—10% 22%—10 Earnings outlook improved by modernization pro- 
gram and heavy demand from all steel-consuming 

sources. 

Gt. No. Iron Ore 0.5 9% 22Y,—-12% Increased earnings due to larger iron ore shipments 
will be moderated by liquidation of advance royal- 
ties. 


Greyhound Corp. i A x 22 —7% 2134—14% Shares represent the junior equity in the dominant 
interurban bus system: despite improved status, 
shares are of speculative caliber. 

Hall Printing J suite 13%4-— 5 a A business cycle issue, as earnings depend upon 
volume of catalogue and magazine printing. Is 
welji established; earnings trending upward. 

Hamilton Watch 21144—12 Depending largely on a luxury market, prospects are 

: determined by general business conditions. 
Hercules Motor ) i f 20%4—10 A typical “heavy goods” speculation. Over longer 
term, should “ied aided by increasing use of Diesel 
engines. 
Hinde & Dauch : if J 21%4—15 Earnings follow general business cycle. Stands to 
efit from upward trend of paper prices and 
expected volume gain. 


37 . 13%— 5% 18 —13 Auto output trends are determining factor. Chrysler 
is an important customer, 
Kalamazoo Stove . . . 2444—-12% 191%4—13 Rural purchasing power is an important factor. 
Current prospects fair. 
i2 —11 164— 8% The high level of industrial activity in the Pittsburgh 
area suggests further earnings gains for this unit. 
16 —10% 18 —12y% Operates in highly competitive field; earnings are 
often adversely affected by fluctuations in silk 
prices. 
17 — 8% 18%4—14 Keen competitive conditions make a, return to former 
wide profit margins quite unlikely. 


Lily-Tulip Cup ; il. i2. 18%4—14% 19 —15 Higher raw material costs reduce profit margins, al- 
though partly offset by sales gains. 

Loft, ! % Although recent capitalization changes will help, the 
shares continue in a speculative category. 

Loose- Wiles 23Y%4—-14% 22%—16% Formerly a substantial earner, profit margins have 
narrowed sharply in recent years. 

Louisville G. &.E. “A”’.. i2. i2. 19%—12% 20%—15% Earnings are relatively stable. Integration problem 
is not important. Good yield. 

Marshall Field ; \ . J 14%— 5% 17%4— 9% Virtual completion of the business reorganization 

program suggests extension of the favorable earn- 

ings trend. 


McCrory Stores 1.48 45 J 134%— 6 17%— 9% Has developed good earning power subsequent to 
: ae reorganization; further gains appear in pros- 


Merch. & Miners 0.59 16%—11 Veleme outlook satisfactory. But operating costs 
are rising, particularly for labor, thus obscuring 
outlook. 

Mohawk Carpet . a 20%—10 21 —10% Sales reflect consumer purchasing power, but profits 
are largely determined by inventory positions, 
which are large. 

850 17%—8 17%—10 16 Non-automotive business is becoming an increasing- 
ly important contributor to profits; prospects in 
automotive division are satisfactory. 


c—12 months to March 31. f—12 months to June 0. g—12 mane to July 31. i—12 months to September 30. j—12 months to October 31, n—6 
months. p—7 months to July 31. r—40 weeks to October 7. D—deficit 
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STOCK: 1938 


Nat'l Bond & Investment 1.07 
1.70 


Matt 0.75 


Nat’l Cash Register ..... 1.47 


1.04 0.80 


Recent 
Price 
15 


17 
16 


21 


15 


COMMENT ON STATUS AND PROSPECTS 


Machinery for automotive industry is largest item 
of sales. Fairly substantial foreign business pre- 
sents uncertainty. 

With bulk of business in the automobile financing 
field, profits depend upon activity in that line and 
cost of money. 

Present cost-price relationships reasonably satisfac- 
tory. Politics are biggest factor of uncertainty. 
Unbroken dividends since 1924, at varying rates. 

Although the volatile building industry is most im- 
portant earnings determinant, company’s record 
(dividends since 1904) entitle shares to semi “blue 
-chip” status. 

With 50% sales abroad and 90% of it in the British 
Empire stands to suffer from war unless com- 
pensated by domestic sales and exports. 


w. ¥. Contral B.R....... D3.13 
0.76 


D6.39 
Pan Am. Airways....... 0.03 
Park & 1,89 


D2.32 D0.90 
0.66 1,06 


nD5.67 n0.15 


1,08 1.09 


396 
1,407 


214%4—10 
2914—13%4 


9%4 


30 —16 


Continued high level of industrial activity would 
mean maintenance of the favorable earning trend. 

Pending another era of commercial and office build- 
ing construction, repairs and modernization will 
continue to contribute most of earnings. 

Embodies all the typical risks of textile issues with 
large overhead expenses. 

New trans-Atlantic service may help reverse de- 
clining earnings trend since 1935 (93c a share). 

Any significant earns. gains will probably come from 
liquor division, for which the outlook remains 
relatively uncertain. 


Parker Rust Proof....... 1.33 


d1.94 
Reading: 0.35 


Quaker State Oil......... 0.56 


0.76 1.55 


dD0.08 
D0.69 0.36 
0.88 1,26 


0.45 1.18 
0.19 1.37 
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Earnings outlook brightened by the high level of 
automotive activity and increasing industrial uses 
of the company’s processes. 

Fact that Japan is company’s best customer ob- 
viously obscures prospects. Shares are speculative. 

Sharply higher anthracite coai traffic has materially 
brightened the operating outlook. 

Recent plant expansion and better marketing ar- 
rangement place company in a more favorable 
position in the building indusrty. 

Prospects uninspiring due to non-integrated status 
and competition from cheap lubricants. 

Expected to benefit from U. S. Government orders 
for semi-automatic rifle in pursuance of domestic 
armament program. 


Seaboard Gi 1.52 


Sharon Steel D1.01 


Smith (A. 


Snider Packing .......... ¢1.31 


1.09 0.94 


D1.51 D1.09 
1.67 1.08 


1,244 


995 


21 —l1% 


24 —12% 


19 


17 


Strong crude reserve position and better-than- 
average earnings experience in 1939 have improved 
the position of the shares. 

Higher operating rate helpful but high costs and 
marginal competitive position restrict earnings. 

Ability to produce crude oi] in excess of refinery 
needs gives company an important competitive 
advantage. 

Operations again on profitable basis, but develop- 
— of a sustained high earnings level is problem- 
atical. 

A more satisfactory price structure and improvement 
in statistical position of the industry point to better 
earnings. 


So’eastern Greyhound ... 2.98 
Southern Pacific ......... D1.81 


Southern Railway ....... D2.69 
Spencer Kellogg ......... $0.71 


D2.57 


n0.91 n0.77 
D2.46 0.46 


D4.30 D0.46 


D2.76 D0.28 


1854—13 
2154—10% 


23%—11% 
22 —14% 


22%—10 


19 


16 


Shares represent a commitment in the largest pas- 
senger motor carrier company in the southeast. 

High leverage factor magnifies revenue changes. 
Shares are speculative, but on balance trends are 
running in the right direction. 

Continued industrial development of the South and 
location of new businesses along the lines brighten 
longer term prospects. 

Higher level of general business activity suggests 
increased sales of drying oils; prospects for edible 
oils also favorable. 

High costs and lack of integration or diversification 
prevent company from realizing full benefits of 
steel boom. 


Thatcher Mfg. ..... canis 2.12 


Union Oil (Calif.)........ 1.47 
2.08 


Un. Carr Fasteners ...... 0.88 


25%4—17 
24 —16% 


19344—15% 
1834—145¢ 


20 —133% 


Has paid a dividend each year but one since 1888. 
Stock is attractive principally for income. 

Long term prospects of this leading manufacturer of 
milk bottles is somewhat beclouded by increasing 
use of fibre containers for milk distribution. 

Stock possesses at least average appeal in view of 
low costs and weil balanced operating status. 

Although improving consumer purchasing power will 
help, any sustained rise in price of wheat (and 
flour) would adversely affect profit margins. 

A business cycle equity. Trends in automobile pro- 
duction are most important earnings influence. 


Waukesha Motor ........ 1.13 


W. Va. Pulp & Paper.... jD0.75 
Worthington Pump ...... D2.36 


Vollow D0.16 
Zenith Radio........ 1.42 


months to March 31. d- 


21.28 


j0.18 
DO0.90 D0.85 


D0.13 0.34 
d2.18 


12 months to April 30. g—12 months to July 31. 


2,999 
492 


2434—1434 


1634—15% 
234% —10% 


21744—1154 
22%—12 


Agricultural and heavy industry demand are prin- 
cipal near-term factors; growing Diesel demand 
holds longer term implications. 

General business conditions determine demands for 
magazine paper and kraft. Erratic earnings record. 

Although 1937 recapitalization reduced charges sub- 
stantially, common as a capital goods equity is 
still subject to wide price swings. 

Increasing demand for trucks, both commercial and 
military, suggests maintenance of the earnings. 

Company has been successful in “styling” its prod- 
ucts. Business is quite competitive. 


j--12 months to October n—6 months. s—1l2 months. D deficit. 
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Profits in 1940 


eee... Or Losses? 


@ Make your plans now for 1940 to be your most successful in- 
vestment year. The current hesitancy and irregularity of the 
security market creates a rare opportunity for establishing 
your portfolio on a sound, profit-pointing basis. 


Now is the time to go into action—not after the new year is well 
under way and renewal of market interest and activity has re- 
sulted in the ground recently lost being regained. Successful 
investors are guided by fundamentals, and realize that early 
1940 easily may witness securities passing the 1936 highs and 
moving into the highest ground since 1930. 


Drop Your Laggard Issues 
Switch Into 1940 Leaders 


@ By taking prompt advantage of the situation you can (a) 
inaugurate an investment program keyed to the 1940 outlook; 
(b) buy many attractive securities at concessions; (c) get rid 
of the laggards in your list; (d) establish losses for tax pur- 
poses; and (e) switch into the prospective leaders of 1940. 


Once you have launched your program keep your portfolio in 
adjustment to the prospect. Conditions change constantly and 
affect the future trend of security values. That is why the most 
delicately balanced portfolio, if not carefully watched, gradu- 
ally becomes dislocated and develops into the traditional “in- 
vestor’s headache.” 


Competent Investment 
Counsel Is Essential 


@ To carry your program through to success you need expert 
investment counsel. Assure this by registering your portfolio 
for continuing supervision by The Financial World Research 
Bureau. Our staff will work out your program for you and 
painstakingly supervise every step necessary. The procedure 
has been developed through years of experience and unremit- 
ting study of every factor that enters into security values or 
affects the market trend. The service is not for traders—it is 
for investors whose holdings are valued at $12,000 or more. 


The annual fee is only nominal: one-fourth of one per cent of 
the market value of your holdings. The minimum fee is $125 
a year, and covers portfolios valued up to $50,000. 


Mail your list of securities with your registration fee today 
or use the coupon for a detailed description of the service. 


FINANCIAL WORLD 
RESEARCH BUREAU 


21 West Street New York, N.Y. Objective Income [} Capital 

enhancement [J (or) Both 


to me) how your personal super- 

visory service will aid me in re- 
covering losses or laying foundations 
for market profits and better income. 


Prem explain (without obligation 


Lhe 


I enclose a list of my securities and 
their cost. 


| 


Introducing “Nylon” 


Concluded from page 8 


stocking to meet the exigencies of 
fashion, may buy a four- or five- 
thread (or cotton or rayon) product 
because it gives longer wear. Now, if 
nylon fulfills its promise and lasts as 
long as these “service” hose, such 
women will turn to nylon because it 
offers durability plus beauty. Continu- 
ing, it will be possible to make nylon 
stockings in much sheerer weights 
than silk. If these wear about the 
same as that which we today consider 
sheer hose, it is conceivable that wo- 
men who prefer maximum sheerness 
will switch to nylon. By this reason- 
ing, which is subscribed to by more 
than one hosiery-company executive, 
it is concluded that total annual pur- 
chases of ladies’ hosiery will not un- 
dergo material change. 

Admittedly, these are highly argu- 
mentative points. After all, produc- 
tion of nylon hosiery is still in the 
experimental stage. And until sales 
are counted in the millions rather 
than thousands of pairs, it will be 
impossible to make an accurate ap- 
praisal of the future. As far as the 
established hosiery units are con- 
cerned, it is likely that whatever they 
lose in volume will be made up in 
wider profit margins on the new hose. 
Chief significance of this discussion, 
however, is infinitely broader than 
that. The world, it is important to 
realize, is presently on the threshold 
of a textile revolution and the natu- 
ral products are “on the spot.” Rayon 
delivered the first salvo, nylon will 
soon be firing away and the guns of 
a host of others—vinyon, fiberglas, 
aratex, zein—are swiftly moving into 
position. 


Curtain Raiser 


OMMERCIAL SOLVENTS 
furnished one of the highlights 

at the Exposition of Chemical Indus- 
tries at New York’s Grand Central 
Palace last week. In the first showing 
of its kind, the concern presented 
some 160 of the 500 derivatives of 
new nitroparaffins which were devel- 
oped in the corporation’s research 
laboratories. At the same time, it 
was announced that a new plant 
would be constructed at Peoria (IIl.) 
to produce a number of these items. 
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Dividends Declared 


Pe- 
Com 
etna Cosualty & Surety...... 
Aluminum Co. $6 .. 
Am, Factors M 
Am. Hawaiian 25e .. 
Amer. Metal 25¢ 
Amer. Safety Razor........-- 30c Q 
Amer. Seating 50c 
Amer. StOve 20c 
Amer. Superpower Ist $1.50 Q 
Amer. Tobacco 6% pf...... $1.50 Q 
Am. Wat. Wks. & ED lst pf.$1.50 Q 
Art Metal Const. 25¢e .. 
Armour & Co. (Del.) pf...$1.75 Q 
Avery (B. F.) & Sons 6% pf.37%e Q 
Do pf. Au.cccccccccccesce $1. 50 Q 
Beatrice Creamery Q 
De $1.25 Q 
Bell Tel. (Pa.) pf.. $1.62% Q 
Beneficial Indust. Loan oe 
Do PF. Dh. 62%e Q 
Borg-Warner ...... Q 
Bridgeport Gas ™ - -50¢ Q 
Bulova Watch . 50c Q 
Cannon Mills ..... ae 
Chrysler Corp. ....-- 
Clorox Chemical Co...... 75¢ Q 
Compo Shoe Mach. ..... 25¢ Q 
Cons. Mining & Smelt. ..... 50¢ 8S 
Cons. Laundries pf....... $1.87 % Q 
Continental Baking pf.........- $2 Q 
Cont’l Gas & El. Pr. pf....$1. 75 Q 
Continental Steel .......... $1.35 .. 
Crane Company 60c .. 
Diamond-T-Motor 40c .. 
Electric Auto-Lite..........+- :$1 
El Paso Natural Gas........° 0c Q 
Engineers P. 8S. $6 pf....... $1.50 Q 
Do $5.50 pl. cocccccsecece $1.37 Q 
Do $5 pf. .cccccccsecsece $1.25 Q 
Ex-Cell-O Corp. 30c .. 
Fairchild Aviation .........--- 20c .. 
Fedders Mfg. 20¢ 
Fisk Rubber, pf. ......-.-- 11.50 Q 
Farmer (Fanny) Candy...... 37% Q 
First National — Q 
Formica Insulation .........- 
Sugar 
Grand P Rapids Varnish ......+- lSe .. 
Grumann Aircraft Eng......... 55¢ en 
Hawaiian Pineapple ......... 25e Q 
*Helme (G. $1.25 Q 
pl. $1.75 Q 
Hershey Creamery 660840000600 50c .. 
Hercules Motor 50c .. 
Hinde Dauch Paper........25¢ 
DO $1.25 Q 
Hendafile- Hershey ‘‘B’’ ...... 50c .. 
Hygrade-Sylvania $6.50 p 
Indianapolis P. & L. 6% pf. a. 50 Q 
Do Df. _ $1.62% Q 
Intercontinental Rubber ...... 
Intl. Nickel Co. of Canada, Ltd. 
Do $7 pf...... $1.75 Q 
Internetional 37%e Q 
Investment Co. of America....25¢ Q 
Iron Fireman 30c Q 
Tronite TIroner Se .. 
Jersey Cent. . & L. 7% pf..$1.75 Q 
Jersey Cent. & L. 6% pf. $1.50 Q 
Jersey Cen. P. pf.$1.37% Q 
Kansas Elec. Power 7% pf. $1.75 Q 
Kaynee Co. 7% pf. .....+++ $1.75 Q 
Kennedy’s Inc. pf. ........-- 31%e Q 
Kleinert Rubber ...........- on 
Lambert CO. 37%ec .. 
Le Tourneau, Inc. 25e .. 
Lehigh Port Cem. .. 
Lion Oil Refining ........... 25e Q 
Locke Steel Chain .......... 30c Q 
Mack Truck ....... .50c .. 
Marlin Rockwell 
Marshall Field .. a2 
Do 6% pf. . Q 
Melville shoe 
Merrimac Hat ......... 


Petroleum A 
Minn’ Mining Mig.” 
Modine Mfg. 
Montgomery Ward 


Do 
Nachman Springfield 


25¢ 
National Malable & S. Cast. $1 
National Rubber Mchy. ....... 30¢ 
National Steel Car ......... 50e 
20c 
New Britain Mach. (new) 50e 


Util. pf. 
N. Pow. & Light pf. 


Do $6 50 

50e 
North American Co. ......... 30¢ 

North. Ontario Power ....... 60c 

Northwestern $2 
No. Amer. Rayon all and “‘B” $2 
Ohio Edison $5 pf........... $1.25 

$1.65 

$1.75 
it 
$1. 

Parke, 

$2 


OO: 


Pay- 
able 


7 


. 27 


Hidrs. of 
Record 


noe 


Pe- 
Company Rate riod 
Penn Glass Sand pf. ...... 1.75 Q 
Penna Power & Light $7 pf..$1.75 @ 
$1 ‘50 Q 
Do $5 pf. Se $1.25 Q 
Penn Water & Power ........- $1 @ 
People’s Drug Stores ........- I 
Phila. Elec. Power Co. 8% pf..50ce Q 
Phoenix Insurance ......... 50e Q 
Pitts Metallurgical ......... 
Pocahontas Fuel Co. ........ 
Remington Arms ............ 1@e .. 
Roan Antelope (Amer. shares) léc .. 
50e .. 
Shattuck-Denn Min. .......... 
Signal Oil & Gas A..........50e Q 
Sivyer Steel Casting ........ 50c .. 
So. Porto Rico Sugar 25e Q 
$2 Q 
So. Calif, Edison 5% pf. got Q 
Southwest, “Gas & El. 7% pf.$1.75 Q 
Squibb (E. & Sons ....25¢ .. 
Silver King C. Mines........ 15e 
Springfiled Gas & El. $7 pf..$1.75 Q 
Standard Brands ............ 1 Q 
Sterling Aluminum Prod. ....50¢ .. 
Texas Corporation .........+:. 5 
Taggert Corp. pf. Q 
Taylor Milling ae 
Thew Shovel ..... “a 
Tung-Sof Lamp Wks. 
Twenty-Cent. Fox pf. .. Q 
we 
Union Carbide & Carbon.....50¢ .. 
Union Elec. (Mo.) pf. a 
U. S. Smelting & Ref. $1.50 .. 
Universal Cons. Oil ......... 50c .. 
Universal Products .......... S@e .. 
Teel CO, 25e .. 
$1.50 .. 
$1.75 Q 
$1.75 Q 
Warne’ Knitting Mills ........ 
Waukesha Motor .............;- 25e Q 
West Penn Elec. A ...... $1.75 Q 
West Penn Power Pi ..--$1.12% Q 
Westinghouse El. & Mfg. ....$1 .. 
Wheeling Steel $5 pf. ......$1.25 Q 
Wisconsin G.&E. 4%% pf.$1.12% Q 
Wisconsin Pub. Serv. 7% pf..$1. Q 
Benson & Hedges pf........ . $3 
Cent. Maine Pow. $7 pf. .. $7 
$6 
$6 
Consolidated Steel pf. 
Durham Hs. Mills pf. A. .. 
East S/S Lines pf. .. ..$1 
Indiana Hydro-El. .... 
International Silver pf. 
Merritt Chapman & Scott pf.$6. 30 a 
Wheeling Steel 5% pf. - $3.2 


bei Pub. Serv. 7% bt. -$1. 


Do 7% pf 


Aetna Cas. & Surety ........ o.. 
Beatrice Creamery ........... $1 
Oc 
Continental Baking pf. ..... $2.50 . 
Det. Gray Iron Fdry ........ $e . 
Edison Bros. Stores ......... 25e .. 
Farmer (Fanny) Candy ...... 25e .. 
Montgomery Ward ............. $1 
60¢ 
20¢ 
New Brit. Meh. (new) ...... $1 
Phoenix Insurance ........... ae 
Wayne Knitting Mills ...... S3e .. 
$1 


Initial 


Fed. Mining & Smelt. (new).$1.50 .. 


General Mills 5% 


Lockheed Aircraft ............. $1 
Stock 
Aluminum Co. (Am.)..........1 
& Laughlin Ine. 50% 
Squibb" (E. & Sons. 


pf. (new).$1.50 .. 


Pay- 


able 
Dec. 


Dec. 
Dec. 


— 


ye 


roe Eases 


bon 


Dec. 11 
. 16 


6 
Dec. 11 


*Reprinted to show that $1.75 dividend is regular 
quarterly payment on preferred stock. 
tOne share Niagara Hudson Power on each 3 shares 


Aluminum Co. 


t1-40 share Wash. Ry. & El. on each 50 shares North 


American Co. 


$1-100 share of $6 pf. on each share common stock. 


Dividends 


BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 

PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/¢ per share 


(for quarterly period ending Dec. 31, 1939) 


COMMON STOCK 
50¢ per share 


Both dividends are payable Dec. 
27, 1939 to stockholders of record 
at close of business Dec. 15, 1939. 


E. / BAILEY 


Treasurer 


Dec. 1, 1939 


THE TEXAS CORPORATION 


Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


A dividend of 50¢ per share or two per 
cent (2% )on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on January 2, 1940, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on December 8, 1939. The 
stock transfer books will remain open. 
L. H. LinpEMAN 


November 28, 1939 Treasurer 


CRANE CO. 


The Board of Directors of Crane Co. has de- 
clared a dividend of 60 cents per share upon the 
Common shares of the company, payable Decem- 
ber 20, 1939, to shareholders of record at the close 
of business December 9, 1939. 

J. L. HOLLOWAY, 
Secretary 


Plough Inc 


Regular quarterly dividend of 15c a share was 
declared on the Capital Stock, payable January 


2, 1940, to stockholders of record December 
1§, 1939. 

j. C. OZER, 
December 4, 1939. Secretary-T reasurer. 


Chrysler C j 
sler orporation 
*DIVIDEND ON COMMON STOCK: 
The directors of Chrysler Corporation have de- 
clared a dividend of one dollar ($1.00) per share 
on the outstanding common stock, payable 
December 23, 1939, to stockholders of record at 

the close ot business, December 9, 1939. 
B. E. Hutchinson, Chairman, Fi 


AMERICAN SNUFF COMPANY 
Memphis, Tenn., December 6, 1939. 
Dividends of 1%% on the Preferred and 3% 
regular and 1% extra on the Common Stock of 
American Snuff Company were today declared 
payable January 2, 1940, to stockholders of rec- 
ord at the close of business December 14, 1939. 
Checks will be mailed. 
W. M. BUSTEED, Treasurer. 
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Crown Cork & Seal Company, Inc. 


Insuranshares Certificates, Inc. 


i Price Ra CCK 
Data revised to December 6, 1939 oeomings and Pric nge (CCK) 
incorporated: 1927, New York, as a con- 4 oceans 
solidation of New Process Cork Co. and 40 
N. Y. Improved Patents Corp. Office: 60 20 —- 
East 42nd Street, New York. Annual meet- sei 
ing: Last Thursday in April. Number of 0 EARNED PER SHARE $6 
stockholders (December 31, 1938): preferred, $4 
3,001; common, 3,423. $2 
Capitalization: Funded debt...... $14,750,000 2 
*Preferred stock $2.25 cum. 1932 "33 “34 ‘35 36 ‘38 1939 
Common stock (no par).......... 517,609 shs 


*Callable at $48.25 through June 15, 1941; thereafter at $47.25. At December 

31, 1938, 48,771 shares carried non-detachable warrants, each warrant permitting 
e of one-fourth of a share of common stock at $65 a share to June 30, 1941. 

Business: Manufactures crown metal bottle caps for sealing 
beer, carbonated and other beverages, “Dacro” metal milk bot- 
tle caps and a wide variety of other metal closures. Also man- 
ufactures, uses and sells related machinery and equipment. 
Controls Crown Can Company, formed in 1936. 

Management: Aggressive in developing new products. 

Financial Position: Sound. Net working capital December 
31, 1938, $13 million; cash, $2.9 million. Working capital ratio: 
8.7-to-1. Book value of common, $29.18 per share. 

Dividend Record: Preferred, regular payments since issuance 
of present stock in 1936; common, irregular since 1930. 

Outlook: Profits from company’s principal activities are 
affected mainly by general business conditions. 

Comment: Both issues are rather volatile, reflecting wide 
earnings swings and large leverage factor. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE 


Year's ivi- 

Mar. 31 June30 Sept. 30 Dec. 31 Tota Price Range 
D$0.28 $0.34 D$0.18 D$0.94 D$1.06 $0.60 23%— 7% 
D0.51 1.25 1.02 DO.25 1.51 None 65 —14% 
0.20 1.39 1.09 D0.27 2.41 0.50 36%—18% 
0.28 1.17 1.45 1.12 .02 1.5 483%—23%6 
0.34 1.93 2.29 D0.64 *3.66 4.50 9142—435% 
0.82 0.88 1.28 D0.36 *2.16 2.00 100%—28% 

0.81 0.44 0.62 D0.50 1.37 0. 43%—22 
0.13 0.92 1.36 None 741%—20% 


*After undistributed profits tax of 26 cents ag 1936, 46 cents in 1937; quarterly 
earnings given before this tax. *To December 6, 1939. 


Firemen’s Insurance Company, Newark 


FIREMEN’S INSURANCE CO. 
25 
Data revised to December 6, 1939 
10 
incorporated: 1855, New Jersey. Home Of- 5 
fice: 10 Park Place, Newark, New Jersey. 0 $4 
Annual Monday after first $3 
Thursday in Ap $2 
EARNED PER SHARE 
Capitalization: Funded debt........... None 0 
Capital stock ($5 par)........ 1,879,538 shs 1932 "33 “34 35 36 °37 ‘38 1939 


” 


Business: The leading company of the “Loyalty Group 
which consists of seven fire and two casualty units. The entire 
outstanding stock of eight affiliates is owned through the fully 
controlled New Jersey Investment Co. Transacts business in 
all states of the U. S. and its possessions and in Canada. 

Management: Progressive in its field. 

Portfolio: December 31, 1938: bonds, $5.4 million; stocks, 
$198 million; real estate, $5.3 million; cash and deposits, 
$770,444. Total admitted assets, $33.4 million. 

Dividend Record: Irregular. Prior to 1934 when they were 
omitted, payments had remained unbroken over a long period 
of years. although at a declining rate since 1930. Disburse- 
ments were resumed in 1937. 

Outlook: With real estate securities representing about 
40% of total assets of the combined companies, developments 
in that field are important earnings factor. 

Comment: Although the company is highly regarded, the 
stock does not have an investment standing comparable to 
that of the equities of many long established concerns. 


Years ended 1935 

Net investing income..... 6.17 3.04 0.44 0.60 0.23 0.47 Sine 

Total earnings per share.. 0.58 3.73 1.14 0.92 0.67 0.69 be 

Dividends paid .......... 0.15 None None None 0.30 0.30 *$0.40 
holders equity ...... 11.34 11.12 12.58 13.56 11.67 12.20 jou 

6% 7™% 12 15 13% 9% 

3 4% 3 9% 7% 6% *10 


*To December 6, 193%. 


Earnings and Price Range (ISH) 


Data revised to December 6, 1939 20 


PRICE RANGE 
Incorporated: 1929, Maryland, as a con- 10 
solidation of five investment’ trust funds. | 
Office: 410 Keyser Building, Baltimore, Md. 0 
Annual meeting: Third Saturday in Febru- 


ym Number of stockholders: approximately 


EARNED PER SHARE ae 
0 


1932 33 34 35 35 37 ‘38 1939 


Capitalization: Funded debt........... 
Capital stock ($1 par).......... 646, 


Business: An investment trust of the general management 
type, specializing in various insurance shares. Was originally 
formed as successor by consolidation of five trust funds, 
against which Insuranshares Corporation of New York had 
been issuing certificates of beneficial interest, which were ex- 
changed against the capital stock of Insuranshares Certificates, 
Inc. The investment policies of the company are subject to 
certain restrictions as to type of securities and amount per- 
missible in each situation. Limitations also extend to geo- 
graphical diversification of business and diversification of as- 
sets of insurance companies whose shares are held. 

Management: Directorate consists largely of prominent in- 
vestment and commercial banking executives. 

Portfolio: Funds were almost entirely invested as of Sep- 
tember 30, 1939, and distributed as follows: 25.17% in casualty 
and surety stocks and 73.93% in fire insurance shares. The 
first group at the end of 1938 included representation in 9 
different companies and the investments in the second group 
were distributed among 17 companies. 


STATISTICAL POSITION OF CAPITAL STOCK, YEARS ENDED DECEMBER 31: 
1933 1934 1935 1936 1937 1938 1939 


Net asset value per share 


of capital stock...... $3.85 $5.44 $7.95 $7.70 $5.94 $7.33 *$7.54 
Investment income 
> Sarr 0.15 0.17 0.21 0.22 0.24 0.16 *0.20 
Dividends 1 paid per share None 0.10 0.15 0.20 0.20 0.20 70.10 
Range: 
3% 41% 7% 1h 6 5%4 
1% 2% 4 5 3% 35% 


*9 months ended Septembder 30, 1939. 7To December 6, 1939. 


International Hydro-Electric System 


Earnings and Price Range (IH) 
Data revised to December 6, 1939 50 
incorporated: 1929, Massachusetts. Office: 40 
45 Milk Street, Boston, Mass. Annual 30 PRICE RANGE 
meeting: First Wednesday in May. Number 20 
of stockholders: pfd., 1,206; class A, 7,502. 
funded debt $26, 6.568, 0 
ubsidiary funded debt......... 3 
*Preferred stock ($3.50 cum. a $2 
142,484 shs $1 
7Class A stock ($2 cum. 0 
856,188 shs 1932 ‘33 34 35 36 ‘37 ‘38 1939 
tClass 7 stock ($20 par)..... 1,000,000 shs 


tCommon stock (5 cent par)...40,000,000 shs 


*Callable at $60 per share and convertible prior to December 31, 1939, into 1 share 
of Class A stock plus $14 in 1938 and $16 in 1939. {Not callable. JAIl owned by 
International Paper & Power Company. 

Business: A holding company; principal subsidiaries are 
New England Power Association and Gatineau Power System. 
Subsidiaries distribute electricity at wholesale and retail to 
over 540,000 customers in territories with a population of 
approximately 2.8 million in New England and Canada. 

Management: Control transferred to trustees in 1939. 

Financial Position: Fair. Net working capital as of Decem- 
ber 31, 1938, $7.2 million; cash, $8.7 million. Working capital 
ratio: 1.5-to-1. Book value of class A stock, $59.10 per share. 

Dividend Record: Poor. Dividends omitted on preferred 
stock in 1934; class A stock in 1932. None since. Unpaid 
accumulations on preferred, $18.37; class A, $15.00. 

Outlook: War restrictions and taxes and discount on Canadi- 
an exchange will affect profits derived from Canadian units. 

Comment: Extremely large capital leverage has an exagger- 
ated effect on equity earnings on the Class A stock. 


EARNINGS, DIVIDEND RECORD AND PRICE aanes OF ones A STOCK: 
r’s v 


Mar. 31 June 30 30 =Dee. 31 dends Price Range 
ee $1.21 $0.26 16 $2.72 $1.00 115%— 2% 
1933 0.45 0.20 0.35 1.2% 2.25 None 13%— 2% 
0.58 0.16 D0.34 0.72 1.12 None 2% 
eae 0.56 D0.08 D0.33 0.61 0.76 None 4%— 1% 
‘ 0.02 D0.08 D0.54 1.14 0.54 None 10%— 2% 
, = 0.59 0.42 0.02 0.99 2.02 None 16%— 3 
0.32 D0.43 pD0.54 0.04 None 9%— 3% 
oe 0.58 0.20 D0.36 *None 38% 


*To December 6, 1939. 
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zZ Commonwealth & Southern Libby, McNeill & Libby Quaker State Oil United Merchants & Mfgrs. 
-| *Great Atlantic & Pacific Tea *Lone Star Gas Snider Packing Warren Brothers 

| ‘Humble Oil & Refining Plymouth Oil *Technicolor West Penn Electric 


~ *Om the New York Curb; all other issues listed on the New York Stock Exchange. 


Interstate Department Stores, Inc. MacAndrews & Forbes Company 
Data revised to December 6, 1939 Earnings and Price Range Eomings and Price Range (MAF) 
incorporated: 1928, Delaware, to acquire all 40 = Incorporated: 1902, New Jersey. Was con- 
of outstanding capital stock of 22 companies 30 trolled by American Tobacco “‘trust’’ until 
operating 23 department stores. Office: 111 20 ee latter’s dissolution in 1911. Office: 3rd St. 
Eighth Ave., New York City. Annual meet- 10 oto & Jefferson Ave., Camden, N. J. Annual 
ing: Seconé Tuesday in May. Number of 0 meeting: Second Wednesday in May. Num- 
stockholders: preferred, 560; common, 2 33 ders x otembe 1939) 
Capitalization: Funded debt..... $514,935 + 
Common stock’ (no par).......... 301,846 shs 1932 33 34 35 36 37 ‘38 1939 Common 
*Callable at $110 a share. *Not callable. 
Business: Operates some 40 stores in 39 large cities in the 
midwestern, southern, and Atlantic states. All stores specialize Business: Manufactures licorice paste, used chiefly in prepa- 
in popular priced merchandise sold for cash only, except rations of smoking and chewing tobaccos. Also produces box- 
furniture and radios, which are sold on instalment plan. Buy- board, insulating materials and fire extinguisher chemicals. 
ing, advertising and finances are handled by parent company. Management: Experienced and progressive. : 
Management: Experienced and capable. Financial Position: Very strong. Net working capital as of 


Financial Position: Strong. Working capital as of January December 31, 1938, $4.7 million; cash, $1.6 million. Working 
31, 1939, $4.3 million; cash, $1.7 million. Working capital ratio: capital ratio: 6.6-to-1. Book value of common stock, $17.13. 


4.2-to-1. Book value of common, $11.91 a share. Dividend Record: Excellent. Payments on both classes of 
Dividend Record: Preferred accumulations cleared in August, stock without interruption since 1903. Present annual rate 

1935, and regular payments made thereafter. Common divi- on common of $2 plus extras instituted 1934. 

dends at varying rates, 1929-31 and 1936-37; none since. Outlook: Profits are derived primarily from licorice paste, 
Outlook: While company had a better-than-average record demand for which shows little cyclical change. Earnings are 

in the depression years, operations, in the final analysis, are therefore expected to remain relatively stable. 

dominated by purchasing power trends in the areas served. Comment: Both issues occupy sound investment positions; 
Comment: Preferred stock is business man’s risk; common the common normally affords a liberal yield. 

is a representative equity in the department-store chain group. 

' olvi ane EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF oF common: 
PRICE R : 

EARNINGS, DEND RECO ICE ANGE OF COMMON June ivi- 
Half y Year’s —Calendar Year’s—— 932 $0. $0.31 $0.25 $0.94 $1.83 $1.35 15%— 9% 
mo Ey cased: July 31 Jan. 31 Total Dividends Price Range 0.42 0.68 0.83 2.57 1.46 31%— 9% 
D$1.82 D$1.95 D$3.77 None 8%— 1% 0.70 0.73 0.66 0.82 291 "235 42% 
D1.70 1.76 0.06 None 16%— 3 0.56 0.69 0.61 0.57 2.43 *3.00 46 —37 
epee 0.20 1” pee 1.28 1.48 one 16%— 8 0.56 0.57 0.61 0.77 2.51 *250 42 —33 
lL ee D0.37 |” Seppe 1.61 1.24 $0.50 37%—10% 0.63 0.70 0.62 0.57 2.52 *2.50 36 —26% 
1.01 2.22 3.23 2.75 85% 0.42 0.51 0.48 0.58 1.99 *250 323 

“To December 6, 1939. 
Loft, Incorporated Madison Square Garden Corporation 
Earnings and Price Range (LF) Earnings and Price Range (MAQ) 
5 
40 
Data revised to December 6, 1939 
Data revised to December 6, 1939 15 PRICE RANGE = Se 
incorporated: 1919, Delaware. Office: 40th Oo =» es reet, New y. ua! |= 
Avenue and 9th Street, Long Island City, 0 on meeting: Fourth Tuesday in September. na Ee $2 
New Annual meeting: Third Wednes- EARNED PER SHARE $300,000 Gas $1 
ren snare Capital stock (no par)........... 275,000 shs DEFICIT PER SHARE 
Capitalization: Non 2 1932 “33 “33 36 ‘38 1939 
Capital stock ($1 par)....... 1,473 shs 


Business: Now a holding company with ownership of 78.6% Business: Owns and operates Madison Square Garden, which 


Pepsi-Cola stock and 100% of Loft Candy Corporation stock. provides an arena for athletic meets and an exposition hall for 
Through subsidiaries, company manufactures and distributes industrial shows and similar exhibitions. - In 1931 the company 
at wholesale and retail, candy, ice-cream, baked goods, canned a —— a Cit — as “Madison Square Gar- 
soups and table delicacies. Retail distribution is effected en Bowl” at Long Island City, N. Y. 


° ice Management: Well qualified in its specialized fieid. 
wing ig candy stores and restaurants, mostly in Greater Financial Position: Fair. Net working capital as of May 31, 


Management: Recent changes may help. 1939, $589,775; cash, $853,227. Working capital ratio: 3-to-1. 

Financial Position: Unimpressive. After giving effect to ad- of $14.54 per share. 1927 h 
justment plan, working capital deficit as of July 31, 1939, $1.1 1981. ord: payments from throug 
million; cash, $179,296. Working capital ratio: 0.6-to-1. Book 
value of capital stock, $3.55 per share. The Sunes. off a 

Dividend Record: Poor. Payments of $1 per annum during utlook: The management's efforts to nd new sources of 
1921-22; none since. revenues have been moderately successful. Apart from con- 

Outlook: Company is eliminating unprofitable stores and re- pre ages - diversification and temporary factors, od 
habilitating existing units. Revenues from Pepsi-Cola hold- cluding political campaigns, earnings will be affected mainly 


A i i blic spending power. 
ings will reflect the management’s ability to maintain the by fluctuations in pu s : : 
growth shown in recent years. Comment: The stock, representing a highly specialized type 


Comment: The market for the stock is based mainly upon of business, is relatively inactive. 


the equity in Pepsi-Cola. EARNINGS, DIVIDEND RECORD AND PRICE RANGE ¢ oF CAPITAL STOCK: 
Year’s— 
AND PRICE ¢ OF CAPITAL STOCK: Years Die 
ended: $1 June 30 Sept. 30 Dec. 31 Year's Ran ended: Feb. 28 May3l Aug. 31 Nov. 30 Total 
10 ove. 01 D$0.04 $0.04 $0. — $0.96 D$0.70 D$0.51 30.08 $0.42 None 4%— 2% 
1982 0.02 0.08 D0.06 0.02 0:08 1% 1933 0.30 0.19 DO.58 0.06 None ™—1 
0.06 DO.05 D0.06 0.07 0.02 3 —1% 0.41 0.09 DO.30 0.11 N 
DO.05 D0.04 D0.22 0.10 D0.21 2%— 1 0. 0.31 DO.52 0.22 0.64 $0.30 5% 
er D0.2 D0.20 D0.16 bD0.24 D0.81 3%— 2 0.75 6.43 DO.68 0.48 0.88 
pD0.18 D0.44 pD0.01 D0.91 3%— 1 0.88 0.56 DO.61 0.51 1.22 71.35 
DO0.18 1D0.25 DO.388 0.17 D0.64 1%— %& 1.16 0.56 D0. 49 0.52 1.62 1.20 18%—16 
1939 D0. D0. 25 *21%— 6 0.99 0.48 D0.60 T1.35 
“To December 6, 1939. ° *Fiscal year ends May 21. tInciuding extras. {To December 6, 1939. 


31 


= 
= 
= 
= 
3 
= 
= 
= 
= 
= 
H 
H 
a 
] 
4 
2 
at 
A 
AS 
: 
= : : : 


Business and Financial Summary 


Weekly Trade Indicators Dec. Nov. 25 Dec. 3 Weekly Carloadings Nov.25  Nov.18  Nov.246 

1 19 

Miscellaneous: Eastern District = 

tAuto Production (U.S.A.)...... 93,638 72,520 97.795 52,650 59,736 39,614 

{Electrical Output (K.W.H.).... 2.539 2,482 2.286 Chesapeake & Ohio............ 31,889 38,996 27,380 

§Steel Operations (% of Cap.).. 92.8 94.4 59.9 Delaware & Hudson............ 12,709 13,531 9,848 

Total Carloadings (cars)..... 688,888 676,516 649,086 Delaware, Lackaw’na & West’rn 15,898 17,634 13,204 

*+Crude Oil Output (bbls.)..... 3,289 3,818 3,224 New York, N. Haven & Hartford 22,039 23,778 13.376 

+Motor Fuel Stocks (bbls.)..... 76,365 75,595 69,604 New York Central............. 75,261 86,840 64,147 

7Gas & Fuel Oil Stocks (bbls.) 148,338 150,633 ey New York, Chicago & St. Louis 14,80 16,984 13,047 

Nov. 25 Nov. 18 Nov. 26 110,782 123,269 78,708 

{Bank Clearings, New York City $2,550 $3,540 $2,700 11,00 12,347 9,555 

*+Bitum. Coal Output (tons)... 1.755 1,642 1,556 Western Maryland ............ LL i7i 11,657 6,803 

Cotton Mill Activity Index.... 141.1 136.6 126.6 Southern District 

F.W. Index of Ind’l Production 96.1 96.4 84.5 Atlantic Coast Line............ 13,753 15,300 12,001 

*Daily average. 7000 omitted. tWard’s Reports. §As of Louisville & Nashville.......... 26,383 28,429 23,264 
the beginning of the following week. {000,000 omitted. Seaboard Air Lime. ...6.....0%. 13,306 15,051 11,860 
sJournal of Commerce. comparable. southern Ry. System 35,549 37,961 28,984 
Commodity Prices: Dec. 5 Nov. 28 Dec. 6 Northwest District 
Steel Billets, Pitts. (per ton).. $34.00 $34.00 $34.00 Chicago & Great Western...... 5,097 5,443 4,816 
Scrap Steel, Pitts. (per ton). 18.75 19.25 15.75 Chicago, Milwaukee, St. Paul & 

Copper, Electrolytic (per Ilb.).. 0.12% 0.12% 0.11% 26,183 28,898 23,726 

0.0550 0.0550 0.0485 Chicago & Northwestern....... 32,090 35,805 27,697 

Rubber Sheets (per Ib.)........ 0.20 0.2025 0.1595 Northern 13,233 14,571 12, 282 

Hides, Light Native (per Ib.)... 0.14 0.14 0.11 Central West District 

Gasoline, Dealer (per gal.)..... 0.0870 0.0870 0.0790 Atchison, Topeka & Santa Fe.. 24,066 28,419 23,553 

Crude Oil, Mid-Cont. (per bbl.). 0.96 0.96 0.96 Chicago, Burlington & Quincy.. 23,216 25,867 22,633 

Wheat (per bushel)............ #1.14% 1.07 34 0.80% Chicago, Rock Island & Pacific. 18,655 20.170 16,854 

ee CSS eS eee 0.70% 0.65% 0.66 Chicago & Eastern Illinois..... 4,554 5,307 4,715 

Sugar, Raw (per Ib.)........... 0.0295 0.0295 0.03 Denver & Rio Grande Western. 6,456 7,106 6,516 

Southern Pacific System........ 37,583 41,050 34,038 

Federal Reserve Reports Nov. 29 Nov. 22 Nov. 30 Union Pacific TEROTVLLoCLeeT er eee 24,851 28,080 24,031 

3,284 4,303 3,418 

Member Banks, 101 Cities (000,000 omitted) Southwestern District 

Total Loans TTT atest ee $8,656 $ ° 17 $8,317 Kansas City Southern 3 934 3 876 3 288 

Total Commercial Loans....... 4,38 3,866 Misscuri-Kansas-Texas 6.346 6.810 6.187 

Total Brokers’ Loans... ........ 412 | Missouri Pacific 22,882 23,599 20.174 

Other Loans for Securities..... 499 497 572 St. Louis-San Francisco cas 11.264 12°671 9°79 

U. Ss. Govt. Securities Held 11,121 11,127 9,788 St. Louis-Southwestern 4'948 5.148 101 

Investments, Except Govt. Bonds 3,382 3,348 3,220 Texas & Pacific Prey note en 8 658 8.852 8.075 

Total Time Deposits: 5,232 5,252 5,124 

Brokers‘ Loans (N. Y. C.)...--.-- 519 494 571 Note: Freight carloadings reflect current sectional business 

Reserve System n conditions. Loadings from the 15th to the 15th give a rough 

Reserve Credit Outstanding.... 2,605 2,645 2,584 indication of earnings for the current month. (Compiled from 

Total Money in Circulation.... 7,462 7,434 6.787 , Association of American Railroads figures. ) 

Monthly —NOVEMBER—— Monthly —ocTOBER—— 

Indicators Indicators 

U. S. Govt. Debt...... *$41,351 $38,636 The FINANCIAL WORLD Pig Iron Output (tons).  *3.63 *2.05 

tShipbuilding Contracts: Steel Scrap: 

Number of Vessels. . 25 # WEEKLY INDEX OF INDUSTRIAL PRODUCTION Consumption (tons)... *3.97 *2.39 

4,360 519,071 120 Structural Steel: 

AGfonthiy ‘Magazines... 782,075 754,615 AVERAGE OF 1923-25 = 100 
Women’s Magazines... 645,556 628,627 aa | (thousands of barrels) : 

Canadian Magazines... 200,090 220,232 Pas | Production .......... 12,538 11,556 
tPiano Orders (units)... 6,483 4.310 110 +— Shipments .......... 2,83 12,357 
tFarm Employment...... *10.76 *11.16 } | | | Stocks on hand...... 19,868 20,569 
Radio Broadcast Sales: Hosiery Shipments: 

| | | | All Types (doz. pairs) *13.15 *11.96 

*3.46 *2.45 Electrical i 

+Food in Storage Vacuum Cleaners .... 137,901 119,805 

Butter (ibs.)........ 2128.1 2195.3 Refrigerators ........ 67,674 44,683 

Cheese (Ibs.)........ *114.7 *132.3 f 11,161 10,523 

Eggs *6.5 *5.9 90 939) Oil Burners ......... 33,657 20,346 

Lard (lbs.).......... *68.1 *67.7 1 Paint & Varnish Sales. *$34.54  *$28.77 

Meat, All Kinds (ibs.) *383.0 *345.7 | | Paperboard Output (tons) 506,466 370,977 

Poultry (ibs.)........ *79.3 | Glass Output: 

Af Plate (sq. ft.)....... *18.36 *12.86 

Vegetables (Ibs.)..... *77.2 “71.4 80 Window (boxes)...... *1.12 *0.64 

——OCTOBER—— | tRail Equipment Orders : 

Foreign Trade: | Steam 68 14 
Total exports........ *$332.1 *$277.7 | | Pe lf ‘ Diesel Locomotives. 40 24 
Total imports........ 215 178.0 70 ’ wht —\ Freight Cars ........ 23,053 7,499 

*326.1 *520.9 J § Variety Chain Store Sales *$279.9 

_ *4.6 *24.1 | 60 #Department Stores : 
+New Financing........ *18.2 *63.9 | 90 89 
Farm Income—Total | Failures (number)...... 916 997 

(incl. Subsidies)..... *894 *836 | | New Life Insurance..... *$426.0 *$380.6 

Farm Subsidies...... *82 *62 | Tobacco Production: 

Building Permits ...... *117.9 97.1 50 “7 i Cigarettes (units)...*15, et : *13,264.4 

tUnemployed, U. S...... *8.70 “9.90 | Cigars (units) ...... *525.7 

Short Sales (shares).... 523,226 669,530 Tobacco (lbs.)....... "24.7 

Mazazine Advertising: 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938: JAN. July Aug. Sept. Oct. Nov. Dec. ¢ Snuff (Ibs.) ........- *3.3 3.1 
Nat’l Weeklies (lines) 922,382 $26,131 ‘ 9 ’ {Truck Loadings: 

Trade Papers (pages) 9.247 8,509 JUNE 193 ' Freight (tons) ...... 1,070,897 852,874 

Index number ....... 151.26 113.38 


*000,000 omitted. *Corporate new 
piled by Merrill, Lynch & Co. 


#Adjusted for season variations. 


issues only, excludes refunding. tfAt first of month. 
{American 


Trucking 


§26 chains and 2 


Association (193 carriers in 


mail orders, com- 
38 states). 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 


ae STOCK AVERAGES—- Vol. of Sales —————CHARACTER OF TRADING—————— Average Value of 

2 15 65 N.Y.S.E. Issues No. of No.of Total Un- New New 40 Bond Sales 
R.R.s_ Utilities Stocks (Shares) Traded Advanc’s Decl. ch’ng’d Highs Lows Bonds N.Y.S.E. 
ov. ov. 
_* 145.69 31.70 24.92 49.35 883,840 840 106 570 164 2 6 89.26 $5,870,000 ‘a 
1 8 146.54 31.85 25.08 49.62 606,480 746 401 180 165 4 3 89.26 6,070,000 ee | 
2.. 146.62 31.76 25.11 49.63 228,100 589 251 160 178 2 1 89.35 3,180,000 i 
4 oo Beet 31.53 25.09 49.49 427,815 719 226 279 214 5 1 89.28 5,340,000 a 
& .. 146.49 31.63 25.09 49.55 589,620 777 321 244 212 13 4 89.31 6,880,000 
6 .. 148.78 32.14 25.21 50.27 990,620 849 573 123 1523 23 5 89.57 8,200,000 | 
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